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ORGANIZATION  OF  THE  CONVENTION. 


OFFICERS  FOR  1871-72. 

PRESIDENT, 

GEORGE  W.  MILLER,  Superintendent  of  Insurance  Department, 

Albany,  New-York. 

VICE-PRESIDENT, 

LLYWELYN  BREESE,  Secretary  of  State, 
Madison,  Wisconsin. 

SECRETARY, 

HENRY  S.  OLCOTT,  Counselor-at^Law. 
7  Beekman  Street,  New-York. 


BUSINESS  OFFICE  OF  THE  CONVENTION, 

156  AND  158  Broadway,  New-York, 

Where  all  communications,  of  every  kind  whatsoever,  relating  to 
the  business  of  the  Convention,  should  be  addressed. 


DELEGATES :— OCTOBER  SESSION. 

ALABAMA. 

R.  M.  Reynolds Auditor  of  State Montgomery. 

ARKANSAS. 

James  R.  Berry Auditor  of  State Little  Rock. 

CALIFORNIA. 

C.  L.  Skeels Special  Delegate New  York  City. 

CONNECTICUT. 

George  S.  Miller*.  .  Insurance  Commissioner. Hartford. 

*  Mr.  Miller,  of  Connecticut,  reported  by  letter  before  the  opening  of  the  ses- 
son,  bat  was  prostrated  by  sickness,  and  could  not  attend. 


• 


ILLINOIS. 

William  E.  Harvey  Actuary  Insurance  Dep't St.  Louis. 

INDIANA. 

W.  W.  Caldwell Deputy  Auditor Indianapolis. 

IOWA. 

John  Russell Auditor  of  State Des  Moines. 

KANSAS. 

W.  C.  Webb Superintendent  of  Insurance . .  Topeka. 

KENTUCKY. 

GUSTAVUS  W.  Smith.  .  Insurance  Commissioner Frankfort. 

LOUISIANA. 

Richard  Gaines Special  Delegate New  Orleans. 

MAINE. 

Albert  W.  Paine Insurance  Commissioner Bangor. 

MARYLAND. 

Chas.  a.  WAiLESt.. .  .Insurance  Commissioner Annapolis. 

MASSACHUSETTS. 

Julius  L.  Clarke*... Insurance  Commissioner Boston. 

MICHIGAN. 

Samuel  H.  Row Commissioner  of  Insurance. . .  Lansing. 

MINNESOTA. 

H.  B.  Strait Special  Delegate Shakopee. 

MISSISSIPPI. 

Milton  E.  Bacon  ....  Special  Delegate Okolona. 

MISSOURI. 

Augustus  F.  Harvey. Actuary  Insur'ce  Dep't St.  Louis. 

NEBRASKA. 

John  Gillespie Auditor  of  State Lincoln. 

NEVADA. 

C.  H.  Belknap Governor's  Secretary Carson  City. 

t  Reported  by  letter. 


NEW  HAMPSHIRE. 

Outer  Pillsbury Insurance  Commissioner Concord. 

NEW  jersey. 
Henry  C.  Kelsey Secretary  of  Sute Trenton. 

NEW  YORK. 

G^RGS  W.  Miller..  .Superintendent  Ins.  Dep't Albany. 

NORTH  CAROLINA. 

W.  H.  Finch Special  Delegate Raleigh. 

OHIO. 

James  Williams Auditor  of  Sute Columbus. 

PENNSYLVANIA. 

J.  F.  Hartranft*  ....  Auditor  General Hanisbui^. 

RHODE  ISLAND. 

JOEL  M.  Spencer Insurance  Commissioner Providence. 

TENNESSEE. 

D.  Parks  Fackler.  . .  Special  Delegate New  York. 

VIRGINIA. 

Edward  M.  ALFRiEND.Special  Delegate Richmond. 

WISCONSIN. 

Llywelyn  Breese Secretary  of  State Madison. 

district  of  COLUMBIA. 

A.  R.  Shepherd* Vice-Pres.  B'rd  Public  W'ks.  .Washington. 

*  Mr.  Clarke,  of  Massachusetts.  Mr.  Hartranft.  of  Pennsylvania,  and  Mr. 
Sbq)lieitl,  of  the  District  of  Columbia,  being  obliged  to  return  home  before  the 
Gmeral  Statute  was  acted  upon,  did  not  participate  in  the  recommendation  of 
ibe  convention^ 


EXECUTIVE  COMMITTEE,  1871-2. 

Julius  L.  Clarke,  insurance  commissioner,  of  Massachusetts;    G.  W. 
Smith,  insurance  commissioner,  of  Kentucky;  J.  F.  Hartranft,  auditor 
general,  of  Pennsylvania ;  Samuel  H.  Row,  commissioner  of  insurance 
of  Michigan;  James  Williams,  auditor  of  state,  of  Ohio. 

STANDING  COMMITTEES. 

On  Prefaration  of  Blanks  for  Company  Returns — Messrs.  Kelaej, 
Row,  Harvey,  and  Williams. 

On  Assets  and  Investments — Messrs.  Paine,  Clarke,  and  Gillespie. 

On  Rate  of  Mortality;  Rate  of  Interest ;  for  tke  Calculation  of 
Premiums  and  Net  Valuation^  and  Surrender- Charge  or  Value  of  JLtfe 
Policies;  Re-insurance  Liability  on  Fire  and  Marine  Policies  ;  Uniforin 
Designation  of  different  kinds  of  Policies — Messrs.  Smith,  Pillsbury, 
Harvey,  and  Skecls. 

Taxation,  Deposits,  Fees — Messrs.  Breese,  Spencer,  Caldwell,  and 
Bacon. 

Dividends,  Expenses,  Appointment  of  Attorneys — Messrs.  Harveyi 
Berry,  Strait,  and  Alfriend. 

Miscellaneous  Questions — Messrs.  Skeels,  Strait,  Gaines,  and  Russell. 

Legislation— Mqbbtb.  Smith,  Pillsbury,  Hartranfl,  Row,  and  Skeels. 

To  retnse  tke  General  Insurance  Law — Messrs.  Kelsey,  Pillsbury,  and 
the  President  and  Secretary,  ex  officio* 

JOINT  STATISTICAL  COMMISSION. 

To  PRSPARB  THE  NEW  UNITED   STATES   MORTALITY  TaBLE    (aS 

SELECTED  BY  THE   CONVENTION). 

Insurance  Officials  —  Insurance  commissioner  of  Massachusetts  ; 
superintendent  of  insurance  of  New  York;  superintendent  of  insurance 
of  Missouri;  insurance  commissioner  of  New  Hampshire;  insurance 
commissioner  of  Kentucky. 

Actuaries — Elizur  Wright,  Massachusetts;  Sheppard  Homans,  New 
York;  D.  Parks  Fackler,  New  York;  Edwin  W.  Bryant,  for  Connecticut; 
William  E.  Harvey,  for  Illinois. 

Managers  of  Life  Companies — President  Mutual  Life  insurance 
company.  New  York ;  president  New  England  Mutual  Life  insurance 
company,  Massachusetts ;  president  Mutual  Benefit  Life  insurance  com- 
pany. New  Jersey;  president  Connecticut  Mutual  Life  insurance 
company,  Connecticut ;  president  Penn  Mutual  Life  insurance  company, 
Pennsylvania;  president  Northwestern  Mutual  Life  insurance  com- 
pany, Wisconsin;  president  National  Life  insurance  company  of  the 
United  States. 


CONSTITUTION. 

Art-  I. — An  Association,  by  the  name  of  the  National  Insurance 

Conrention  of  the  United  Sutes,  is  herebjr  formed  by  the  officers  having 

charge  of  the  Insurance  departments  of  their  respective  States,  for  the 

perpose  of  consultation  on  matters  pertaining  to  their  general  superin- 

leodencj. 

n.— In  each  State  where  no  such  department  exists,  the  Governor  shall 
have  the  right  to  appoint  an/  other  State  officer  as  a  member  of  this 
Convention;  provided^  that  no  member  shall  be  connected  with  an/ 
insurance  compan/  as  officer,  agent,  or  otherwise. 

III.— The  State  officers  in  charge  of  Insurance  affairs  shall  also  have 
the  right  to  depute  a  person  eligible  under  the  foregoing  rule  to  represent 
them,  in  the  event  of  their  not  being  able  to  be  present  personally  at 
an/  meeting. 

IV. — ^There  shall  be  onl/  one  member  from  each  State. 

V. — ^The  officers  shall  be  a  president,  vice-president,  secretary,  and  an 
executive  committee  of  seven,  of  which  the  president  and  secretary  shall 
be  members  ex  officio;  and  all  shall  be  chosen  by  ballot  at  each  annual 
meetinf^,  and  hold  office  until  others  are  elected. 

VI. — It  shall  be  the  duty  of  the  president  to  preside  at  all  meetings  of 
the  Convention;  or,  in  case  of  his  absence,  such  duty  shall  devolve 
upon  the  vice-president 

It  shall  be  the  duty  of  the  secretary  to  keep  the  records  of  the 
Convention,  conduct  its  correspondence,  supervise  the  printing  of  its 
proceedings,  and,  generally,  to  attend  to  and  promote  the  interests  of  a 
more  efficient  and  uniform  system  of  governmental  Insurance  supervision 
in  the  United  States.  The  secretary  shall  devote  himself  to  these  matters 
in  the  interim  between  the  annual  sessions  of  the  Convention,  and 
receive  an  annual  salary  to  be  fixed  by  the  executive  committee. 

The  executive  committee  shall  have  the  general  oversight  and  direction 
of  iffairs,  and  shall  make  proper  general  arrangements  for  facilitating 
the  work  of  the  Convention;  and,  in  case  of  a  vacancy  in  the  offices  of 
president  and  vice-president,  shall  elect  a  temporary  president 

VII. — ^The  annual  meeting  shall  be  held  in  the  city  of  New  York  on 
tbe  third  Monday  in  October. 

VIII. — The  general  rules  for  the  government  of  the  Association  at  its 
meetings  shall  be  those  ordinarily  adopted  by  deliberative  assemblies, 
and  each  state  and  district  shall  have  one  vote. 

IX.— These  rules  may  be  amended  or  annulled,  and  new  ones  adopted, 
at  any  meeting  of  the  Convention. 


THE  SECRETARY'S  PREFACE. 


Ix  submitting  the  official  report  of  the  proceedings  at  the 
adjourned  session  of  the  National  Insurance  Convention  of  the 
United  States,  the  secretary  asks  attention  to  a  hasty  review 
of  the  history  of  that  body.  This  much  is  necessary  for  the 
information  of  the  general  reader,  who  may  not  have  seen 
the  rc}K>rt  of  the  inaugural  session,  in  May  1S71  ;  while  even 
the  delegates  themselves  may  find  it  profitable  to  recall  the 
circumstances  surrounding  American  insurance  at  that  period, 
as,  by  comparing  them  with  the  facts  hereinafter  recorded, 
they  may  see  how  far  this  important  experiment  at  inter-state 
reciprocity  has  progressed. 

Briefly,  then,  the  National  Convention  was  the  legitimate 
outgrowth  of  a  condition  of  affairs,  as  regards  insurance,  which 
demanded  the  instant  application  of  a  remedy,  with  the  alter- 
native of  irreparable  injury  to  the  greatest  commercial  interest 
of  our  country,  in  case  it  should  not  be  applied.  What  with 
local  greed,  local  prejudices,  the  self-seeking  of  demagogues, 
and  popular  ignorance  of  the  theory  or  practice  of  insurance, 
tliis  great  specialty  had  become  burdened  with  taxation,  ham- 
pered by  restrictive  legislation,  and  harrassed  by  bureau  regu- 
Utiops  to  such  a  degree  that  the  insurance  companies  were  in 
danger  of  being  compelled  to  abandon  their  laudable  and 
beneficent  work.  Things  Were  fast  reaching  the  point  where 
endurance  should  cease  to  be  a  virtue ;  where  the  underwriters 
would  be  forced  to  choose  between  suffering  tiieir  corporations 
to  become  the  prey  of  greedy  state,  city,  and  town  govern- 
ments, and  the  passive  victims  of  indiscreet,  if  not  actually 
uninformed,  state  officials;  or,  of  relinquisliing  the  business 
upon  which  they  had  expended  so  much  time,  tliought  and 
Libor,  and  upon  which  hung  the  hopes  of  so  many  hundred 
thousand  policyholder^  A  glance  at  the  digests  of  the  laws 
relating  to  fire  and  life  insurance  companies,  printed  in  the 
preface  to  the  official  report  of  the  May  session,  will  corroborate 


what  is  here  said,  and  show  the  enormity  of  state  injustice 
to  the  underwriting  class.  The  amended  digests,  published  in 
this  volume,  while  indicating  the  beginning  of  a  better  state  of 
things,  as  the  direct  result  of  the  organization  of  this  National 
Convention,  are  still  calculated  to  arrest  the  attention  of  intelli- 
gent legislators,  and  point  out  the  quarters  where  reform  is 
most  needed. 

To  George  W.  Miller,  superintendent  of  the  New  York 
insurance  department,  is  due  the  credit  of  having  contrived  a 
remedy  for  the  abuses  that  were  so  injuriously  affecting  Amer- 
ican insurance.  On  the  3rd  of  February,  187 1,  he  issued,  from 
Albany,  a  circular  to  the  officials  in  charge  of  insurance  in 
other  states,  calling  attention  to  the  existing  condition  of  affairs, 
and  suggesting  that  they  should  meet  in  the  city  of  New  York, 
to  exchange  views,  and,  if  possible,  unite  in  such  general 
measures  as  the  exigency  seemed  to  demand.  The  responses  to 
this  call  were  very  generally  favorable,  and,  accordingly,  on  the 
24th  of  May,  the  meeting  occurred  in  this  city,  and  nineteen  of 
the  thirty-seven  states  were  represented.  An  organization  beings 
effected,  committees  were  appointed  for  the  consideration  of 
each  of  the  principal  features  of  state  insurance  supervision,  the 
Convention  was  addressed  by  representatives  of  the  Chamber 
of  Commerce,  and  the  life,  fire,  marine,  and  accident  insur- 
ance interests,  each  of  whom  pointed  out  the  disabilities  under 
which  their  branches  respectively  labored,  and  suggested  the 
nature  of  the  remedy  desired. 

The  Convention  sat  ten  days,  agreeing :  to  adopt  a  uniform 
blank  ;  to  require  no  deposits  from  fire,  and  but  one  deposit  of 
a  life  company  as  a  guarantee  to  its  policyholders,  and  that  to 
be  made  in  the  state  where  organized,  and  to  be  for  the  benefit 
of  all  policyholders,  and  not  of  that  state  alone ;  and  to  require 
but  one  agent  to  be  designated  in  epxh  state  to  receive  service 
of  process.  The  other  questions  were  deemed  too  important 
to  be  decided  upon  without  mature  thought  and  careful  deliber- 
ation, and  an  adjournment  of  the  Convention  was  therefore  had 
until  the  iSth  of  October,  with  the  understanding  that  the 
several  standing  committees  should  then  be  prepared  to  lay 
their  respective  matters  before  the  body  for  debate  and  final 
action. 

During  tlie  recess^  a  verbatim  report  of  the  proceedings  at 
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the  May  session  was  widely  circulated,  in  this  country  and 
abroad,  being  placed  in  the  hands  of  the  governor  of  every 
state  and  territory,  on  the  shelves  of  every  state  library,  before 
every  legislative  insurance  committee,  and,  in  the  offices  of  most 
of  the  leading  secular  journals  of  the  country ;  while  numerous 
circulars,  conveying  information  respecting  the  National  Con- 
vention and  its  work,  were,  from  time  to  time,  issued  to  the 
companies,  and  other  parties  interested.  The  insurance  press, 
while  freely  exercising  its  unquestionable  right  of  criticism, 
cordially  sustained  the  movement,  and  many  of  the  most  power- 
ful daily  journals  of  this  and  other  cities  gave  it  encouraging 
support.  As  a  result,  the  attendance  at  the  October  session 
was  much  greater  than  at  the  one  in  May,  no  less  than  thirty 
delegates  at  the  appointed  time  answering  to  the  roll-call  of 
states.  Not  only  were  the  East,  the  Middle  states,  and  the 
West  represented  as  before,  but  also  most  of  the  Southern  states, 
and  certain  of  those  of  the  Far  West  which  had  not  partici- 
pated in  our  action  in  May.  As  a  matter  of  curiosity,  I  have 
prepared  a  table  showing  the  number  of  miles  travelled  by  each 
delegate  present  at  this  session ;  and,  to  prove  the  strict 
economy  which  has  been  aimed  at  throughout,  in  the  matter  of 
expenses,  the  actual  disbursements  for  mileage  are  noted,  in 
comparison  with  the  pay  allowed  by  the  United  States  govern- 
ment to  persons  in  the  public  service : 

A  TABLE 

SJunving-  the  number  of  miles  traveled  by  the  delegates  to  the  adjourned 

session  of  the  National  Insurance  Convention,  held  in  the  City  of  New 

York,  October,  1871,  and  the  cost  of  the  same,  as  compared  with  the 

mileage  paid,  by  the  United  States,  to  members  of  Congress  and 

persons  in  the  military  and  naval  service. 


Name  of  Delegate. 

Residence. 

Miles. 

Cost  of 
Travel. 

U.  S.  Gov't 
Mileage. 

R.  M.  Reynolds 

J.  R.  Berry 

Montgomery,  Ala. . . . 

Little  Rode,  Arlc 

San  Francisco.  Cal... 

Hartford,  Conn 

Springfield.  Ill 

Indianapolis,  Ind 

Des  Momes.  Iowa 

Topeka,  Kan 

Frankfort.  Ky 

3,asa 
3,aoo 
6,496 

220 

3.834 
1.74^ 

$88.00 

nothing. 

nothing. 

not  present. 

80.00 

81.00 

135.00 

107.00 

80.00 

$225.90 
320.00 

':.  L,  Skeels* 

649.60 
22.00 

550.00 
283.^ 
174.00 

Geo.  S.  MiUer 

W.  E.  Harvey* 

W.  W.  CaldweU 

Tohn  Russell 

W.  C.  Webb 

G.  W.  Smith 

*  la  an  nern  the  mileage  it  computed  from  the  capital  of  the  State  represented. 
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Name  of  Delegate. 

Residence. 

MUes. 

C05t  of 

Travel. 

U.  S.  Gov't 

Mileage. 

R.  Gnines 

New  Orleans,  La 

Banpor.  Me. ........ 

3.974 
946 

458 

a.648 

3.134 
3800 

5.683 

546 
1x6 

288 

1.Q28 

'■% 

373 
3,010 

730 
a,o6o 

460 

130.00 

3300 

notnii'g. 

75.00 

125.00 

121.50 

80.00 

14600 

402.50 

3650 
nothing, 
nothing. 

9Z.00 

0%f^9      ^^% 

A.  W.  Paine 

397  4<* 

J.  L.  Clarke 

Boston,  Mass 

Lansing,  Mich 

Sr.  Paul.  Minn 

Jackson,  Miss 

6t.  Louis,  Mo 

Lincoln.  Neb 

Carson  Ciy,Neb;abt) 

Concord.  N.H 

Trenton,  N.  J 

Albany.  N.Y 

Raleigh,  N.C 

Columbus,  O 

Harrisburg.  Pa 

Providence,  R.  I 

Nashville,  Tenn 

Richmond,  Va 

Madison,  Wis 

Washington,  D.  C... 

45.80 
159.80 
369.00 
264.80 

S.  H.  Row 

H.  B.  SrHit* 

M.  E.  Bacon 

A.  F.  Harvt  y 

J.  Gillespie 

213.40 
280.00 

568.  ao 
5460 
II  60 

C.  H.  Belknap 

O.  PiU  bury 

H.  C.  Kelsey 

G.  W.  Mill.r 

W.  H.  Finch 

Tr^  fl^% 

J.  WiUiams 

VA^      ftl^ 

J.  F.  Hanranft 

J.  M.  Sptncer 

D.  P.  Fackler 

nothing.                30.40 

13  50                37- ao 

nothing.               201.00 

70.00                73  00 

E.  M.Alfriend 

LJ.  Breese 

A.  R.  Shepherd 

nothing. 

46.00 

Total  miles 

53,943 

$.2,009.00 

$5,603.20 

*  In  all  cases  the  mileage  is  computed  from  the  capital  of  the  State  represented. 

Nqtb.— The  comparative  calculations  in  the  above  table  are  Trade  upon  data  kindly 
fitrninhcd  for  the  purpose  hy  Mr.  Gorham.  Secretary  of  the  U.  S.  Senate:  Mr.  Ordw;.y 
Sergeant-at-%rm«  of  the  llouac  of  Kepreaentatives :  and  B'vet  MuJ.  GcnU  M.  C.  Mcii^s, 
guarter  Master  Gea'iU.  S.  A.  II.  S.  O. 

This  meeting  also  lasted  ten  days,  and  was  addressed  by 
some  of  the  most  distinguished  persons  who  had  given  their 
attention  to  American  insurance  interests.  The  excellent 
results  already  attained  from  the  May  session  seemed  to  make 
it  necessary  that  this  purely  voluntary  organization  should  he 
kept  up,  and,  accordingly,  the  constitution  of  a  permanent 
National  Convention  was  adopted,  and  officers  were  elected  for 
the  current  official  year. 

The  first  necessity  pressing  upon  the  Convention  was  evi- 
dently to  harmonize  the  official  details  of  the  different  state 
supcrintendencies,  so  far  as  the  same  were  not  fixed  by  statute. 
This  was  attended  to ;  uniform  blanks  were  agreed  upon  for 
the  annual  sworn  returns  of  all  classes  of  companies,  and  ihe 
delegates  agreed  that  they  would  take  from  each  other  their 
ceitificates  as  to  the  assets  of  companies,  instead  of  each 
requiring,  as  heretofore,  special  detailed  returns  from  each 
company  to  themselves.  The  next  want  was  to  embody,  if  pos- 
sible, in  one  outline  draft  of  a  reciprocal  insurance  statute  all 
the  provisions  which  a  proper  regard  for  the  rights  of  tlie  state, 
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its  Citizens,  and  the  corporations  might  seem  to  demand ;  re- 
commending this  statute  to  all  the  state  legislatures,  through  the 
governors*  for  enactment,  in  lieu  of  existing  crude,  partial  or 
onerous  local  laws.  Accordingly,  a  careful  digest  was  prepared 
of  the  laws  of  the  various  states  in  which  the  greater  part  of  the 
business  of  insurance  is  transacted,  from  which,  in  a  tentative 
form,  the  drafl  of  such  a  reciprocal  statute  was  made,  and  laid 
before  the  convention.  Copies  were  also  sent  for  criticism  to 
all  the  companies,  to  lawyers  specially  learned  in  tlie  laws 
affecting  insurance  business,  to  actuaries,  and  others.  Its 
several  provisions  were,  furthermore,  scrutinized  by  a  com- 
mittee on  legislation,  for  that  purpose  appointed,  and  upon 
being  reported  back  by  them  to  the  convention,  were  debated, 
amended,  revised  by  a  special  committee  of  revision,  and 
adopted,  as  given  in  the  revised  draft  which  is  printed  in  the 
Appendix  to  this  volume.  This  statute  was  intended  to 
embody,  and  really  furnishes  in  epitome,  all  the  conclusions 
reached  by  the  National  Convention,  but  something  further  by 
way  of  explanation,  may  not  be  amiss* 

Suffice  it  to  say,  then,  that  the  delegates  became  fully  con- 
vinced that  most,  if  not  all  of  the  matters  complained  of  by  the 
life,  lire,  and  marine  companies  could  be  remedied  without 
prejudice  to  local  interests;  that  a  complete  system  of  reci- 
procity, and  mutual  help  and  good  will  could  be  attained 
between  the  insurance  bureaus  of  the  various  states ;  that,  with- 
out in  any  degree  trenching  upon  public  or  private  rights 
ansound  corporations  could  be  suppressed,  the  great  body  of 
policyholders  protected,  all  proper  and  sufficient  revenues 
derived  for  the  state,  and  such  encouragement  given  to  legiti- 
mate undertakings,  as  would  rapidly  extend  the  blessings  of 
insurance  of  life  and  property  to  thousands  who  have  hitherto 
been  deprived  of  the  same,  from  various  causes.  The  uniform 
blanks  adopted  by  them  are  intended  to  compel  companies  to 
show  a  correct  exhibit  of  their  assets  and  liabilities,  and  the 
relative  cost  of  doing  their  business ;  thus  affording  to  every 
intelligent  citizen  the  means  of  judging  for  himself  of  the 
respective  companies  competing  to  his  favor  and  patronage, 
and,  at  the  same  time,  enabling  the  state  official  to  know  when 
the  necessity  for  investigation  of  the  companies  has  arrived, 
and  how  strictly  they  are  complying  with  the  law  in  keeping 
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abundant  assets  on  hand  to  meet  their  obligations  at  maturity, 
and  how  judiciously  their  funds  are  being  invested. 

The  reciprocal  statute  prescribes  the  duties  and  powers  of  the 
state  officials ;  the  legal  remedies  proper  for  emergencies ;  the 
safeguards  for  companies  against  dishonest  officials  and  patrons, 
and  for  patrons  against  dishonest  corporations ;  and  the  proper 
pecuniary  reservations  which  companies  should  make  to  secure 
the  prompt  execution  of  their  contracts ;  but  it  leaves  for  local 
regulation  the  matters  of  revenue  from  taxation,  the  organiza- 
tion and  extinction  of  companies,  the  emoluments  of  state 
supervising  officers,  the  manner  of  organizing  the  state 
bureaus,  and  such  other  details  as  could  not  well  be  provided 
for  in  a  general  statute,  applicable  to  all  sections  of  the  country. 
In  a  word,  it  aims  at  the  enactment,  by  concurrent  action  of  the 
state  sovereignties,  of  a  law  which  should  have  the  scope  of  a 
congressional  statute, — just  and  impartial,  protecting  the 
interest  of  the  whole  country,  and  infringing  upon  the  interests 
or  rights  of  no  section.  It  is  intended  to  confer  powers  upon 
the  representative  of  the  state  neither  too  despotic  nor  too  cir- 
cumscribed ;  the  theory  of  tiie  Convention  being,  that  none  but 
intelligent,  and  honest  men  will  be  selected  for  the  responsible 
office  of  insurance  commissioner  in  any  state. 

It  is  not  claimed  that  this  drafl  is  perfect,  that  it  embodies  all 
the  features  that  should  characterize  a  general  insurance 
statute,-r-in  fact,  the  committee  on  legislation,  in  reporting  it  to 
the  convention,  so  expressly  declared  themselves, — but  it  is  pro- 
bably a  long  step  in  the  right  direction,  and  its  adoption  by  the 
various  legislatures  would  be  of  inestimable  importance  to  the 
insurance  interest.  In  this  connection,  it  is  well  to  say  a  few 
words  of  caution,  as  well  as  encouragement  to  tlie  intelligent 
and  public-spirited  men  who  have  heartily  sustained  this 
experiment  of  a  national  convention  of  state  insurance  officers  : 
of  caution,  that  they  shall  not  unreasonably  expect  too  much  to 
be  accomplished  in  a  short  time;  of  encouragement,  that  so 
much  has  actually  been  achieved.  The  task  of  getting  thirty- 
seven  different  state  legislatures  to  unite  in  a  grand  and  states- 
manlike effort  for  the  common  good,  forgetting  local  pride  and 
prejudice,  and  unmoved  by  any  spirit  of  pettiness  or  demagog- 
ism,  is  one  of  no  slight  magnitude.  Since  the  governors  of  the 
loyal  states  met,  in  voluntary  council,  at  a  dark  period  of  the 
late  war,  to  mutually  pledge  each  oLlier  to  sustain  the  general 
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goverament  in  the  prosecution  of  hostilities,  there  has  been  no 
gathering  of  the  character  of  this  one,  of  the  state  officers  of 
insurance.  That  thirty  officials  from  Maine  to  Nevada,  from  New 
York  to  Louisiana,  should  have  come  togetlier  without  fee  or  hope 
of  reward,  but  for  the  simple  purpose  of  learning  what  they  could 
of  the  great  interest  they  were  charged  to  supervise,  and  mutu- 
sily  agree  to  do  what  they  could  to  promote  its  advancement, 
is  one  of  the  most  remarkable  events  in  the  history  of  this 
country.  It  is  impossible  to  believe  that  a  movement  so  begun 
lad  so  conducted  should  fail  of  g^eat  results.  Its  issues  may 
not  be  seen  in  a  year,  or  five  years,  but,  little  by  little,  the  silent 
influence  of  this  Convention,  if  not  interrupted,  will  spread, 
until,  in  good  time,  tlie  principle  of  reciprocity  between  the 
states  ^11  be  recognized  and  practiced  throughout  our  borders. 
How  soon  this  end  will  be  attained  depends  almost  entirely 
upon  the  insurance  companies  themselves.  If  they  can  rise 
above  the  meanness  of  petty  quarrels  and  mutual  recrimina- 
tions, and  unite  their  influence  and  their  brains  in  support  of 
the  Convention,  it  is  likely,  if  we  may  judge  tlie  future  by  the 
brief  past,  that  within  five  years  there  will  be  hardly  a  state 
but  that  w^ill  wipe  from  its  statute-books  all  obnoxious  insurance 
laws.  But  if,  on  the  other  hand,  blinded  to  their  interests,  they 
withold  their  support,  or  give  the  Convention  but  half-hearted 
help,  the  movement  will  fail  of  direct  and  speedy  results,  and 
the  companies  would  neither  deserve  nor  receive  commisera- 
tion. 

This  Convention  may  be  regarded  severally :  ist.  As  a  school 
of  instruction  to  the  insurance  officers.  2nd.  A  focus  of  influence, 
3pon  the  legislatures,  to  induce  them  to  pass  just  and  benignant 
laws;  upon  tlie  companies,  to  discreetly  and  conservatively 
manage  their  business  aflairs;  and  upon  the  general  public,  to 
attract  attention  to  tlie  benefits  resulting  from  the  scheme  of 
insurance.  3rd.  As  an  unpartisan  and  unprejudiced  body,  under 
whose  auspices  great  reforms  may  be  begun  and  carried  to 
fruition.  That  it  is  the  first  of  these,  the  candid  admission  of 
the  delegates,  as  reported  in  the  two  volumes  now  issued  from 
this  office  attest ;  tliat  it  is  the  second,  is  seen  in  the  introduction 
of  the  Convention's  general  insurance  statute  in  several  legis- 
latures, and  its  actual  enactment  in  Minnesota,  Maryland  and 
other  states,  wholly  or  in  part ;  that  it  is  the  third,  is  proven  by  the 
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impending  organization  of  the  Joint  Statistical  Commission  to 
compile  a  new  United  States  Mortality  Table,  which,  alone,  will 
make  it  historical.  The  adoption  of  its  uniform  blank,  for  com- 
pany returns,  by  thirteen  of  the  states,  is  a  result  of  sufficient 
importance  to  repay  all  the  trouble  and  expense  that  the  convo* 
cation  of  the  state  officials  has  involved  ;  and  it  is  to  be  hoped 
that,  whoever  may  be  its  officers,  the  Convention  will  continue 
to  enjoy  the  hearty  support  of  every  solvent  company  in  tlie 
United  States. 

There  is  need  of  watchfulness,  lest  the  business  of  state 
8uper\*ision  be  overdone.  The  companies  may  die  of  too  much 
super\'ision,  as  well  as  of  too  much  legislation.  The  exercise 
of  arbitrary  power  can  usually  be  entrusted  to  very  few  men, 
and  it  was  with  this  fact  in  view  that  the  general  statute  for  the 
Convention  was  so  framed  as  tiiat,  while  giving  all  proper  latitude 
to  the  insurance  commissioner  to  examine  companies  and  take 
sworn  testimony,  at  the  same  time  to  prevent  him  from  exer- 
cising an  unjust  and  despotic  authority  in  cases  where  there  was 
no  probable  cause.T  And  here  it  may  be  well  to  state  the  signifi- 
cant and  humiliating  fact  that  several  of  the  most  considerable  of 
the  life  companiesof  New  York,  alarmed  at  the  possible  lengths 
of  despotic  power  to  which  our  legislature  have  seemed  likely  to 
go,  have  procured  for  themselves  charters  in  other  states,  so 
that,  if  the  worst  should  happen,  they  will  be  able  to  withdraw 
from  New  York,  and  continue  business  under  the  protection  of 
less  rapacious  legislatures^ 

Our  leading  underwriters  entertain  widely  different  views 
upon  the  subject  of  state  supervision,  some  being  content 
that  the  thing  shall  be  unrestricted,  some  protesting 
against  any  governmental  interference  with  private  corpora- 
tions, and  others  favoring  the  centralization  of  power  in  a 
national  insurance  bureau  connected  with  the  federal  govern- 
ment. As  those  of  one  of  the  foremost  underwriters  of  this 
country,  the  views  of  Hon.  George  W.  Savage,  president  of  the 
New  York  Board  of  Fire  Underwriters,  are  entitled  to  respect- 
ful attention.     What  he  thinks  of  the  question  in  point  will  be 

seen  in  the  following  letter : 

New  York,  1872. 

Henry  S.  Olcott,  Esq.,  Secretary  National  Inmrance  Convent  ion : 

Dear  Sir:    Permit  me  to  offer  a  few  suggestions  respectmg  reforms 
which  bhould  be  made  in  the  conduct  of  the  insurance  departments  of  the 
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different  »Utes.   Manj  of  the  evils  which  afflict  insurance  companies^  aris- 
ing out  of  hai^tjr  and  ill  advif^ed  legislation,  and  the  burdensome  and 
obnoxious  forms  of  statements  required  of  the  companies,  are  to  be 
attributed  to  the  influence  of  the  New  York  Insurance  Department. 
The  example  originally  set  by  New  York,  has  been  followed  more  or 
less  by  all  the  states.     It  was  exceedingly  unfortunate  for  the  insurance 
business  that  ihe  early  management  of  the  New  Yorkdeparttz*ent  was  not 
daracterized  by  greater  breadth  of  views,  and  by  a  more  correct  com- 
pefaension  of  the  objects  to  be  attained  by  the  establishment  of  the 
department.     The  object  of  an  insurance  department  is  to  certify  to  the 
psbltc  that  the  institutions  under  its  control  are  sound,  possessed  of  the 
capital,  and  affording  the  security  to  the  insured  which  the  law  creating 
thrm  contemplated.    The  state  itself  fixes  the  standard  of  security,  and 
vhen  it  incorporates  a  company  with  a  certain  amount  of  capital, 
and  places  certain  restrictions  on  the  conduct  of  its  business,  there  is 
so  obligation  resting  upon  the  company  to  maintain  that  capital,  and 
to  comply  strictly  with  the  regulations  pertaining  to  the  conduct  of  its 
iCiirs.     The  duty  of  the  superintendent  is  very  simple.     He    is    to 
require  of  the  company  proof  that  they  are  possessed,  at  all  times,  of  the 
capital  required  by  its  charter.     He  is  not  to  be  the  judge  of  the  sufH- 
dcncy  of  that  capital,  or  the  wisdom  of  the  legislature  in  granting  the 
charter.     The  legislature  is  the  judge  of  that,  and  if  it  commits  any 
errors  by  granting  charters  which  ought  not  to  have  been  allowed,  tiie 
people  have  the  power  to  correct  the  evil  through  their  representatives, 
and  from  time  to  time  additional  legislation  may  be  expected  to  remedy 
the  evils  or  mistakes  that  may  have  occurred.     The  superintendent,  as 
before  remarked,  is  required  to  ascertain  whether  the  companies  are  in 
the  pecuniary  condition  that  the  legiblature    demanded    they  should 
maintain ;  that  is  to  say,  he  should  see  that  their  capitals  are  unim- 
paired, and  that  they  have  conducted  their  business  within  the  limits 
prescribed  by  law.     Having  done  this,  he  certifies  to  the  public  that 
foch  and  such  a  company  has  its  capital  intact,  is  possessed  of  a  fund 
ever  and  above  its  capital  sufficient  to  meet  all  its  liabilities,  and  that 
it  has  not  assumed  any  risks  greater  than  the  amount  permitted  by 
hw.    His  duty  should  end  then  and  theie,  but  the  superintendents  of 
fiost  of  the  departments  appear  t9  believe  that  the  people  are  not 
apable  of  go\*erning  themselves,  and  that  it  is  the  duty  of  the  gjvern- 
laent  to  take  care  of  and  protect  them,  and,  acting  on  this  assumption 
they  require  that  the  companies  make  known  to  them  and  the  public 
details  respecting  the  conduct  of  their  business,  which  are  not  necessary 
to  determine  their  financial  standing.     Instead  of  asking  a  few  simple 
questions  necessary  to  elicit  the  strength  and  condition  of  the  company, 
they  go  far  beyond  this,  and  exercise  their  ingenuity  in  the  invention  of 
innumerable  questions  touching  the  details  of  their  business.     Qiies- 
tions  are  asked  as  to  the  amount  of  their  business,  amount  of  premiums, 
smount  of  dibbursements  under  different  heads,  commissions  paid,  and 
many  others  which  are  purely  inquisitorial,  impertinent,  and  injurious 
to  the  interest  they  are  bound  to  conserve.    The  plan  inaugurated  by 
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New  York  progresses  in  the  wrong  direction  year  by  jear,  until  it  has 
become  burdensome  and  almost  intolerable.  An  insurance  company 
located  in  New  York,  Boston,  Hartford,  or  elsewhere,  with  agencies 
through  the  different  states  of  the  Union,  is  obliged  to  unfold  and  lay 
bare  to  a  curious  public  and  to  its  rivals  in  business  a  thousand  details 
respecting  the  manner  of  conducting  its  business,  which  subserve  no 
public  good. 

The  question  arises  how  this  evil  can  be  remedied,  and  insurance 
departments  brought  back  to  correct  principles  and  proper  adminis- 
tration? The  remedy  now  growing  in  popularity  is  the  nationalization 
of  insurance  companies  through  a  national  insurance  law.  While 
companies  can  hardly  be  blamed  for  looking  to  this  source  for  a  remedy 
for  their  complaints,  the  necessity  of  resorting  to  the  national  legisla- 
ture for  a  remedy  is  much  to  be  deplored.  Already  centralization  is 
becoming  alarmingly  great,  and  our  best  thinkers  regret  the  growing 
power  of  the  general  government.  Instead  of  concentrating  more 
power  in  the  hands  of  the  national  administration,  would  it  not  be 
better  for  the  state  officials  to  rise  above  the  narrow  prejudices  which 
seem  to  have  controlled  them  in  insurance  matters,  and,  looking  at  the 
thing  with  broad  and  statesmanlike  views,  bring  about  the  reform  in 
their  departments  by  common  agreement,  so  as  to  render  a  resort  to  the 
national  legislature  unnecessary. 

Who  will  be  the  first  to  set  an  example  in  this  respect?  What  state 
has  the  independence  and  intelligence  to  lead  in  the  reform?  The 
spectacle  of  thirty-seven  independent  sovereign  states  agreeing  upon  a 
reciprocity  of  legislation  that  will  be  productive  of  the  general  good, 
without  infringing  on  the  rights  of  any  of  these  sovereignties,  would 
be  a  more  admirable  one  to  present  to  the  future  of  the  world,  than  the 
confusion,  weakness,  and  impatience  in  the  relinquishment  of  their 
separate  rights,  and  the  absorption  by  the  general  government  of  the 
powers  which  they  now  exercise. 

Yours  respectfully, 

George  W.  Savage, 
President  of  the  New  Tork  Board  of  Fire  Underwriters, 
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^  Opinion  is  equally  divided  among  life  insurance  officers 
upon  this  subject,  but,  so  far  as  I  have  been  able  to  learn,  tlie 
proportion  who  favor  the  erection  of  a  federal  bureau  of 
insurance  and  tlie  extinction  of  the  state  departments,  is  com- 
paratively small.  If  the  National  Convention's  general  law  can 
be  put  in  force  throughout  the  country,  and  the  insurance  offices 
be  kept  free  from  partisanship,  I  am  satisfied  that  an  over- 
whelming majority  would  favor  the  retention  of  the  present 
system;  but  under  an  opposite  state  of  things,  the  desire  for 
interference  by  the  general  government  would,  after  a  time, 
become  practically  unanimous.     Among  the  letters  that  promi- 


nent  insurance  officers  have  written  me,  is  one  under  date  of 
March  19,  1S72,  from  Mr-  Samuel  H.  White,  secretary  of  the 
Charter  Oak  Liife  insurance  company,  of  Hartford,  Conn.,  in 
which  he  expresses  himself  in  these  strong  terms,  corroborative 
of  Judge  Savage's  views : 

*'The  feeling  among  insurance  men  here  is  strong  and  earnest  for  a 
aational  insurance  law.  Insurance  is  as  much  entitled  to  national 
protection  as  is  banking.  The  magnitude  of  the  interests  Involved  is 
greater.  The  necessity  for  freedom  from  annoyance  of  conflicting 
laws  is  imperative.~TTho  largest  liberty  consistent  with  public  safety 
most  be  obtained,'br  the  companies  will  be  placed  in  most  embarrassing 
positions.  I  know  that  some  of  the  large  New  York  companies  have 
not  believed  in  these  views,  but  the  past  year  may  have  shown  them 
the  danger  which  may  arise  if  there  is  much  more  delay  in  framing  a 
national  law.  One  state  can  fix  the  standard  of  valuation  which  the 
iaws  of  all  the  rest  cannot  successfully  combat.  If  New  York  or 
Massachusetts  see  fit  to  demand  a  three  percent  valuation,  that  test  of 
sol-otmcy  must  be  accepted  by  all  the  companies  in  spite  of  different  legis- 
lation in  every  other  state. 

"Nothing  but  a  national  law  can  properly  regulate  this  most 
important  matter.  The  fire  companies  may  be  easily  placed  in  a  like 
dilemma  with  the  life  companies,  for  some  principal  state  may  fix  a 
re>insurance  rate  utterly  unjust,  but  to  which  a  few  companies  can 
yield,  and  thus  discredit  will  be  thrown  upon  all  others. 

**But  I  cannot  now  argue  the  matter.  Suffice  it  to  say  that  the 
general  judgment  here  is  that  nothing  less  than  a  national  law  is  worth 
working  for." 

On  the  other  hand,  the  replies  to  my  circular  of  March  18, 
printed  later  on,  seem  to  show  that  elsewhere  than  in  Hartford 
there  is  no  desire  for  the  organization  of  a  federal  bureau  : 

In  the  Preface  to  the  report  of  the  May  session,  statistics 
were  printed  which  showed  that  in  the  eleven  or  twelve  years 
—say  from  1859  ^^  *^^  close  of  1870 — ^the  business  of  the 
New  York  Life  insurance  companies  had  increased  from 
about  seventy  millions  ($72,147,436)  to  over  a  thousand  millions 
($1,049,235,259),  or  more  than  fifteen  hundred  per  cent.  The 
new  business  of  187 1,  alone,  amounted  to  the  enormous  sum  of 
$494,902,970  for  all  the  companies,  while  that  of  a  single  com- 
pany, the  Mutual  Life,  was  $35,361,238  for  the  year,  as  against 
$33,458,217  for  the  previous  year.  But,  impressive  as  these 
results  are,  they  are  small  in  comparison  with  the  possibilities 
of  the  business.  Let  confidence  in  the  stability  of  our  life 
insurance  companies  be  once  established,  and  a  wise,  liberal. 
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and  discriminating  system  of  legislation  prevail,  and  in  1889  it 
will  be  almost  as  hard  to  find  a  married  man  uninsured,  as  in 
1S49  it  was  to  find  one  holding  a  policy.  If,  however,  the 
appointment  of  insurance  companies  should  be  made  a  reward 
of  partisanship,  or  the  legislatures  attempt  to  make  the  com- 
panies the  sport  of  political  parties,  the  catastrophe  hinted  at  in 
the  preceding  pages  will  come,  and  the  compapies  will  then 
have  to  face  the  alternative  of  being  fleeced,  or  of  uniting  their 
power  and  influence  for  the  common  good.  The  possibility  of 
such  a  state  of  things  is  fraught  with  such  dire  consequences,  as 
to  imperatively  demand  that  this  now  most  promising  experi- 
ment of  a  National  Convention  shall  be  sustained  to  the  fullest 
extent,  in  its  infancy,  by  every  well-wisher  to  the  insurance 
interest. 

It  has  been  remarked,  that  the  Convention  has  been  favored  with 
considerable  practical  support  by  the  secular  press ;  but,  never- 
theless, there  is  not  such  general  acquaintance  with  the  funda- 
mental principles  of  the  business  as  is  desirable,  and  much 
injury  has  been  done  at  times,  by  the  ill-considered  strictures 
of  the  editorial  writers.-  This  is  not  to  be  wondered  at,  when  we 
consider  how  many  moot  questions  there  are  among  insur- 
ance men  themselves.  As  regards  the  life  companies,  even  the 
rate  of  interest  and  rate  of  mortality  are  not  entirely  agreed 
upon,  while  at  least  one  company  aims  a  blow  at  the  whole 
formula  for  life  contracts,  by  assuming  ability  to  select  the  long- 
lived  from  the  short-lived  risks,  and  thds  to  be  in  a  position  to 
make  great  reductions  of  premiums  for  those  wishing  to  insure 
tlieir  lives ;  and  others  challenge  the  solvency,  or  rather  stability 
of  all  life  companies,  themselves,  perhaps,  included,  by  inau- 
gurating a  system  of  special  deposits  to  cover  registered 
policies.  The  friends  of  this  latter  system  contend,  that,  in 
view  of  the  uncertainties  of  our  national  commercial  life,  the 
custodianship  of  a  company's  funds  by  the  state  aflbrds  the 
best,  if  not  tlie  only  real,  safeguard  to  the  policyholder  that  his 
expectation  of  future  benefit  will  be  realized.  But  its  oppo- 
nents, on  the  other  hand,  allege  that  this  very  substitution  of  the 
state  for  the  natural  guardians  of  a  private  corporation's  assets, 
is  tantamount  to  a  confession  that  the  direction  is  untrust- 
worthy ;  and  that,  if  it  is  proper  in  one  instance  for  the  state  to 
accept  this  tnisteeship,  it  is  proper  to  make  it  obligatory  in  ail. 
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It  should  make  no  exceptions,  nor  allow  any  preferred-creditor 
class  to  be  created,  but  take  charge  of  the  funds,  and  guarantee  the 
contracts  not  only  of  all  other  insurance  companies,  but  with  equal 
reason,  of  all  companies  whatsoever.  It  is  also  added,  on  the  same 
side  of  the  argument,  that,  in  the  long  run,  private  funds  would 
probably  be  no  safer  in  the  state  strong-boxes,  than  in  private 
hands ;  for,  when  a  real  or  supposed  exigency  seemed  to  warrant 
it,  on  the  theory  Sal  us  fopuli  suprcma  est  Icx^  in  a  debauched 
condition  of  our  political  affairs,  public  morals,  and  civil-service 
system,  the  &tate  might  go  to  the  length  of  sequestrating  the 
trust  funds  on  deposit,  under  color  of  a  forced  loan,  or  some  other 
plausible  sham.     It  has  been  done  before — instance  the  seques- 
tration of  the  school-fund  by  Rhode  Island,  in  the  so-called 
"  Dorr  War,"  the  misappropriation  of  funds  by  the  Southern 
states  during   the   rebellion,    the    shameful    treatment   of  the 
"  French  Spoilation  "  claimants,  by  Congress — and  trust  funds 
have  been  embezzled  in  numerous  instances ;  and  there  is  no 
reason  to  suppose  that  such  things  may  not  happen  again.     True, 
the  state  of  New  York  now  accepts  bonds  and  mortgages  on 
special  pledge  for  registered  life  policies,  but  it  is  not  impossi- 
ble that  at  some  session  when  an  unusually  corrupt,  unscrupu- 
lous, and  cunning  ^^  Ring "  is  in  the  ascendency,  diey  might 
compel  the  substitution  of  coupon  bonds,  or  other  negotiable 
securities,  for  the  bonds  and  mortgages,  and,  with  the  connivance 
of  a  complaisant  insurance  superintendent,  do  their  sweet  will 
with  the  trust  fund  on  deposit.     Expressing  no  opinion  upon 
this  subject  myself,  I  simply  say  that  this  question  is  important, 
and  one  of  those   which   have   occasioned  bitter  controversy. 
The  best  interests  of  life  insurance  demand  that  it  shall  have  the 
strictest  attention,  and  a  speedy  solution.     It  was  considered,  in 
the  framing  of  the  general  insurance  statute  for  the  Convention, 
and  the  views  of  die  delegates  are  embodied  in  sections  66,  67, 
68,  69,  and  70. 

The  question  as  to  what  rate  of  interest  and  mortality  table 
should  be  selected  by  the  states  as  the  ofiicinl  basis  for  all  life 
insurance  contracts,  has  been  pretty  thoroughly  discussed  in 
the  previous  volume,  as  well  as  in  this.  The  Convention  voted 
for  the  New  York  standard — the  American  Experience  table, 
and  four  and-a  half  per  cent  interest — but  it  is  not  too  late  to 
publish  the  following  interesting  letter  containing  the  views  of 
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one  of  the  first  life-underwriters  of  this  country.  It  should  be 
remarked,  by  way  of  preface,  that  Mr.  Greene  addressed  a 
paper  to  General  Smith's  committee,  at  the  May  session,  which 
would  have  appeared  in  the  official  report,  but  for  circumstan- 
ces beyond  the  compiler's  control.  It  is  to  this  document  that 
reference  is  made  in  the  7th  line.     Mr.  Greene  says : 

Hartford,  January  25,  1872. 

My  Dear  Sir:  I  was  long  ago  in  receipt  of  a  very  kind  letter  from 
you  which  I  intended  to  answer  directly  and  at  length,  and  addressed 
myself  to  it  more  than  once,  but  I  am  so  situated  that  I  can  rarely  ^rve, 
much  time  to  any  but  matters  of  pressing  importance  without  inter- 
ruption, and  at  last  I  am  constrained  to  say  but  a  word,  and  let  the 
matter  go.  ******♦• 

The  points  made,  or  attempted,  were  briefly  these:  i.  Nearly  the 
whole  amount  of  business  now  outstanding  was  procured  on  a  four  per 
cent  basis;  and  the  present  working  machinery  of  life  insurance  is 
almost  wholly  upon  that. 

2.  If  a  higher  rate  is  assumed,  a  lower  one  will  ultimately  have  to  be 
taken,  and  then  the  companies  must  wind  up,  for  the  change  from  a 
higher  to  a  lower  rate  of  interest  would  not  be  accomplished  till  of  so 
great  necessity,  as  probably  to  be  impossible  in  existing  organizations. 
Four  per  cent  gives  a  longer  lease  of  life  and  use  to  the  companies  than 
a  higher  rate  would  do. 

3.  No  rate  is  safe  that  is  not  more  than  safe;  and  we  should  regard 
the  companies  not  as  institutions  for  this  generation,  or  for  this  cen- 
tury only,  but  for  as  long  a  time  as  our  minds  can  forecast. 

4.  Any  standard  adopted  by  government  should  be  taken  with  a  sole 
view  to  safety;  if  five  per  cent  is  a   safe  rate  for  a  stock  company, 

I    charging  low  rates  with  a  fixed  capital,  it  is  safer  for  a  mutual  company 

\   charging  a  higher  rate,  with  a  capital  of  margins  increasing  with  the 

*  volume  of  business,  and  maintaining  always  a  fixed   proportion  and 

-  the  amount  of  net  premiums  received,  which,  with  the  stock  company, 

the  larger,  the  amount  of  premiums  received,  the  smaller  the  effect 

1  of  its  capital  as  a  margin  for  the  premiums. 

The  state  cannot  presume  to  say,  therefore,  that  they — the  stock  com- 
panies—may resume  at  five,  and  we  at  four,  but  must  let  all  stand  on  an 
equal  basis. 

If  we  all  come  to  the  higher  rate,  it  unlocks  a  vast  amount  of  money 
already  accumulated  and  held  in  reserve,  and  the  effect  of  this  upon 
the  business  would  be  most  disastrous,  in  ways  too  perceptible  to  need 
mention. 

5.  But  the  pith  of  the  matter  lies  in  this:  The  stock  companies  want 
the  standard  fixed  so  that  they  can  compete  with  us,  by  low  rates  and  low 
reserves,  against  high  rates  and  high  reserves.  But  the  rate  of  reserve 
must  be  the  same  for  all.    If  we  come  down   to  a-  low  reserve,  -  we 
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decrease  our  premium  corresponding! jr,  and  then  where  are  the  stock 
coRipanies? 

The  true  waj  for  the  stock  companies  to  proceed  is  to  fix  a  low  rate, 
adopt  the  same  reserve  as  the  rest,  and  then  take  business  no  faster 
than  the/  can  fully  cover  it  by  their  capital  considered  as  the  margin  of 
premiums.  It  is  useless  for  them  to  look  for  the  same  volume  of  busi- 
aess  as  a  mutual  company,  whoKC  capital  increases  with  its  premium 
iooome.  And  they  have  gone  into  this  fight  with  a  radically  wrong 
conception  of  what  they  ought  to  do,  and  where  their  interest  lies. 

Thanking  you  sincerely  for  your  personal  kindness   in  this  matter, 

and  begging  you  now  to  dismiss  it, 

I  am  yours  very  truly, 

Jacob  JL.  Greens. 

The  conservative  views  of  this  intelligent  correspondent 
receive  corroboration  in  the  remarkable  statistical  paper  con- 
tributed to  the  Appendix  of  this  volume  by  Hon.  Alexander 
Delmar,  late  Director  of  the  Bureau  of  Statistics. 

Among  the  fire  insurance  companies,  there  is  as  sharp  com- 
petition, and  diversity  of  opinion  as  among  any  other  class  of 
business  corporations,  and  it  is  to  be  feared  that  resort  is  at 
least  sometimes,  if  rarely,  had  to  the  assistance  of  the 
press  to  redress  grievances  that  might  better  be  settled  in  pri- 
vate. But  a  more  intelligent,  active,  conservative,  and  honor- 
able class  than  tlie  fire-underwriters  of  this  country,  probably, 
does  not  exist,  anywhere.  The  Chicago  fire,  a  calamity  of  its 
kind  unexampled  in  the  history  of  the  world,  was  faced  by 
these  brave  and  high-minded  men  with  heroic  calmness.  In 
the  presence  of  this  supreme  physical  disaster,  their  courage 
never  faltered,  and  with  ruin  impending  over  their  heads  they 
could  still  have  thought  for  the  sufferings  of  others.  Backed  as 
flicy  were,  by  the  New  York  insurance  superintendent,  who 
advanced  more  than  half-way  to  meet  them  in  the  critical 
moment,  they  were  enabled  to  avert  commercial  panic,  and  to 
pour  into  the  laps  of  the  fire-scourged  Chicagoans  within  the 
space  of  four  months,  the  enormous  sum  of  twenty  million 
dollars.  Yes,  they  are  a  grand  body  of  men,  and  the  country 
owes  them  a  debt  of  gratitude  it  can  scarcely  ever  repay. 
Among  the  questions  agitating  the  fire-underwriters,  are  those  / 
of  adequate  rates,  re-insurance,  moral-hazard,  brokerage, 
rebate,  and  the  participation  plan,  all  of  which,  if  left  unsettled, 
will  continue  to  make  trouble  hereafter,  as  they  have  hereto-  j 
ibre.    The  Chicago  fire  has  at  least  been  productive  of  one  good 
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result,  in  causing  the  re-organization  of  the  National  Board  of 
Fire-Underwriters,  which  had  previously  been  in  a  rather 
languishing  condition.  Sharp  competition  had  well-nigh 
removed  the  last  chance  for  a  profit  to  investors  of  capital  in  fire 
insurance  corporations,  the  returns  having  never  for  the  past 
ten  years,  probably,  exceeded  two  to  three  per  cent  per  annum 
to  stockholders,  exclusive  of  companies'  investments.  When 
the  Chicago  lesson,  therefore,  was  thundered  at  them,  the 
underwriters  shrank  back  from  the  financial  gulf  that  yawned 
before  them,  and,  in  the  desire  to  re-establish  living  rates  of 
premium  throughout  the  United  States,  tliey  concluded  to 
revive  the  National  Board,  and  mutually  bind  themselves  in  a 
solemn  covenant  to  support  its  wise  and  conservative  measures. 
At  the  sixth  annual  meeting,  held  in  the  city  of  New  York,  on 
the  17th  of  April  last  past,  Mr.  Henry  A.  Oakley,  the  presi- 
dent, in  his  annual  address,  made  use  of  tlie  following  language 
respecting  the  National  Convention : 

"  Among  the  notable  events  of  the  past  jear,  the  National  Insurance 
Convention,  held  in  this  city  in  May  and  October,  iSji,  and  composed 
of  the  officials  of  the  various  states  of  the  Union,  charged  with  the 
oversight  of  insurance,  deserves  more  than  a  passing  notice.  The 
opportunity  afforded  by  this  convention  for  a  full  discussion  of  all  the 
principles  that  should  underlie  state  supervision  was  thoroughly 
embraced  by  the  members,  and  not  only  were  the  general  principles 
fully  considered,  but  the  whole  subject  of  invidious  legislation  against 
companies  of  other  states,  taxation,  state  deposits,  and  uniformity  c  f 
annual  returns,  was  set  before  them  by  committees  from  your  own 
board,  from  the  New  York  Board  of  Fire  Underwriters,  the  Ntw 
York  Chamber  of  Commerce,  the  representatives  of  foreign  insur- 
ance companies,  committees  of  the  life  insurance  companies  of 
the  country  (whose  interests  are  in  great  part  identical  with 
our  own),  but  also  by  individual  members  of  the  profession 
from  the  fire,  marine,  and  life  branches,  who  were  invited  to 
and  did  address  the  convention.  Delegates  from  twenty- nine  states 
and  territories  were  present,  at  the  sessions,  which  lasted  in  all  over 
twenty  days,  and  it  cannot  be  assuming  too  much  to  say,  that  the  influ- 
ence of  this  convention  must  be  felt  throughout  the  country  in  the 
future  of  insurance  legislation.  One  of  the  reforms  secured  was  the 
recommendation  of  a  uniform  blank  for  annual  returns,  which  has 
been  adopted  and  put  in  use  by  the  i^uperintendents  of  fifteen  states, 
and  probably  will  be  in  operation  in  nil  the  others  as  soon  as  legisla- 
tive sanction  can  be  had  thereto.  The  recommendations  of  the  con- 
vention on  taxation,  while  not  all  that  we  had  hoped  for,  areittill  a  great 
improvement  upon  present  laws,  and  it  is  expected  that  before  the  close 
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of  the  jear  tbej  will  be  adopted  bj  manj  of  the  states  whose  systems 
of  taxation  are  now  both  unfair  and  oppressive.  It  is  hoped  that  as 
this  subject  of  taxation  is  more  and  more  discussed,  the  impolicjr  of 
anj  tax  upon  a  business  which  has  so  thoroughly  demonstrated  ity 
great  necessity  to  the  country,  and  the  taxing  of  which  is  really  imposing 
a  tax  upon  the  providence  of  the  people,  will  become  apparent  to  the 
public  mind.  It  has  been  argued  by  those  wi|i^.  favo):  .taxation  that 
insurance  companies  withdraw  such  large  sums,  in  ihe  way  of  pre- 
aiums,  that  they  impose  a  burden  upon  the  pronperity  of  the  state,  as 
ererj  dollar  taken  diminishes  the  available  capital  of  a  state.  A  suffi- 
cient answer  to  such  an  argument  is  the  fact,  that  the  active  capital  of 
the  state  is  preserved  to  it  in  its  business,  and  not  locked  up  in  the 
bands  of  corporations,  while  in  the  cases  of  the  states  of  Wisconsin 
and  Illinois,  which  have  been  notoriously  unprofitable  as  fields  for 
insurance,  the  companies  have  actually  paid  a  tax  to  those  states  for  the 
privilege  of  disbursing  to  their  citizens  more  than  they  have  received 
from  them,  and  but  for  this  foreign  capital,  as  it  is  strangely  entitled, 
the  whole  state  of  Illinois  would  have  been  plunged  into  hopeless 
insolvency,  as  the  result  of  the  great  Chicago  calamity. 

'*  I  desire  here  to  say,  that  my  own  view  of  taxation,  so  far  as  it 
relates  to  companies  of  one  state  doing  business  in  another  is,  that  the 
taxation  should  be  uniform  and  should  in  no  case  exceed  the  amount 
of  fees  necessary  to  sustain  the  insurance  departments  of  the  states, 
and  these  fees  should  not  be  paid  to  the  state  treasurers,  but  to  the 
departments  themselves,  but  should  any  per  centage  be  laid  upon  the 
business,  it  should  only  be  upon  the  net  profits  made  in  any  state  by 
the  companies  doing  business  therein. 

**  The  convention  also  perfected  and  adopted  the  outline  of  the  *  Gen- 
eral Insurance  Law,'  which,  among  other  things,  provided  for  the 
organization  of  insurance  departments  and  uniformity  in  the  laws  of 
all  the  states,  and  as  it  was  the  result  of  the  experience  of  those  who 
have  longest  exercised  judicious  supervision  over  the  insurance  inter- 
ests  of  their  respective  commonwealths,  it  cannot,  we  think,  fail  to 
commend  itself  to  the  legislatures  of  those  states  whose  laws  upon  the 
subject  of  insurance,  (an  interest  which,  in  importance,  is  rapidly 
showing  itself  to  be  second  to  none  of  the  great  financial  interests  of 
oar  common  country),  have  been  heretofore  so  crude.  As  the  legisla- 
tures of  most  of  the  states  will  have  this  law  officially  before  them,  it  is 
hoped  that  sound  and  practical  legislation  will  hereafter  result  from 
this  effort  of  the  convention. 

**  The  convention  has  effected  a  permanent  organization,  and  pro- 
vided for  annual  or  more  frequent  meetings.  It  is  therefore  well  that  we 
of  the  National  Board,  who  are  charged  with  the  duty  of  conserving 
the  true  interests  of  our  common  professions,  see  to  it  that  they  shall 
not  want  our  cordial  co-operation  in  all  measures  that  look  to  a  proper 
recognition  of  true  principles  in  the  business  of  insurance. 
Some  jears  since  the  project  of  a  National    Insurance  law   was 
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agitated,  and  at  the  time  received  with  much  favor  hy  the  companiei^  of 
the  country  as  affbrdmg  the  needed  relief  from  the  oppressive  burdens 
laid  upon  ihcm  by  the  whims  of  the  legislators  of  the  various  states. 
May  not  this  organization  of  the  National  Insurance  Convention  be 
instrumental  in  bringing  about  the  desired  object,  and  eventually  by 
the  moral  pressure  brought  to  bear  upon  the  states  by  the  wisdom  of 
its  recommendations,  essentially  nationalize  the  business  of  insurance, 
and  guarantee  to  all  insurance  companies  complying  with  such  whole- 
some laws  as  may  be  approved,  the  rights  and  privileges  of  doing  busi- 
ness in  all  of  the  states  upon  the  basis  of  an  entire  equality  with  the 
local  institutions  of  such  states?*' 

During  the  session  of  the  National  Board,  I  was  invited  to 
express  the  views  of  the  president  of  the  National  Insurance 
Convention,  upon  the  relations  that  should  exist  between 
these  two  national  bodies ;  which  I  accordingly  did,  and  a  report 
of  my  remarks  may  be  found  in  the  published  proceedings  of 
the  National  Board. 

Although  barely  two  months  have  elapsed  since  that  meeting, 
more  than  two  hundred  local  boards  of  underwriters  have  been 
already  organized,  and  opened  correspondence  with  tlie  central 
but'eau  in  this  City. 

Among  other  circulars  issued  from  this  office  since  the 
adjournment  on  the  second  of  November  last,  was  one,  addressed 
to  tlie  delegates  in  the  following  terms : 

New  York,  MarcJk,  iS,  1872. 

Dear  Sir  :  Please  inform  me  by  return  of  mail  as  to  the  condition 
of  affairs  in  your  legislature  respecting  the  proposed  general  insurance 
statute  recommended  by  the  National  Convention.  Has  the  governor 
recommended  its  consideration  or  passage?  Has  it  been  introduced, 
printed,  referred  to  committee,  read  once,  twice  or  thrice,  or  passed? 
In  what  material  features  has  it  been  modified?  Does  it  provoke  much 
opposition  on  the  part  of  the  legislators,  local  companies  or  agents?  If 
not  passed,  is  it  likely  to  pass  this  session  ?  Is  the  idea  of  reciprocity 
between  the  states  in  this  matter  of  insurance  legislation  favorably 
entertained  ?  Do  you  hear  any  preference  expressed  for  an  assumption 
of  governmental  supervision  by  the  general  government  exclusively? 

The  replies,  arranged  according  to  states,  were  as  follows : 

Alabama. 

State  op  Alabama,  Auditor's  Office,  > 
MoNTCoMBKY,  Marck  23,  1S72.         ) 

Hexry  S.  Olcott,  Esq.,  Secretary  etc.,  New  Torh  City: 

Dear  Sir— In  reply  to  your  circular  letter  of  the  iSth  inst.,  I  have  to 
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taj  that  the  governor  of  this  state  did  not  recommend  the  consider- 
ation or  passage  of  the  general  insurance  law. 

It  was  submitted  from  this  office  to  a  member  of  the  state  senate,  who 
introduced  it,  and  had  it  referred  to  the  appropriate  committee.  The 
committee,  afler  dibcussion,  adopted  it  as  a  whole,  and  were  about  to 
make  a  favorable  report,  when  the  amendments  forwarded  by  you 
arrived,  and  were  sent  to  the  committee.  Pending  dincusbion  in  the 
committee,  the  general  assembly  adjourned. 

There  were  no  material  modifications  adopted  bjr  the  committee. 

There  would  have  been  much  opposition  to  the  bill  in  the  general 
assemblj,  on  account  of  some  provisions  relating  to. foreign  companies. 
The  reciprocitj  of  laws  on  insurance,  as  between  the  states,  is  favor- 
ably entertained  by  the  general  assembly  and  the  people  generally. 
There  has  been  no  expression  of  opinion  regarding  supervision  of 
insurance  by  the  general  government. 

Very  respectfully,  etc., 

R.  M.  Reynolds,  Audiior. 


Arkaksas. 

Auditor's  Ofpicb,  Stats  of  Arkansas,  ) 
Little  Rock,  March  27,  1872.  ) 

Hexrt  S.  O1.COTT,  Secretary  National  Imsurance  Conventiom,  156  and 
158  Broadway,  N.  T, : 

Dear  Sir  —In  reply  to  your  circular  letter  of  ist  instant,  I  have  to  say 
that  the  legislature  of  the  state  of  Arkansas,  has  not  met  since  the 
adjournment  of  the  National  Insurance  Convention  in  October  last, 
and  will  not  convene  un'Jl  ist  January,  1S73.  ^^  ^*  *  general  feeling,  so 
far  as  I  have  heard  expressed,  that  the  insurance  matters  of  the  country 
should  have  a  thorough  overhauling,  and  it  is  believed  by  those  who 
bat-e  thought  on  the  subject,  that  the  National  Insurance  Convention 
irill  place  the  insurance  business  on  a  more  solid  basis. 

Wtry  respectfully, 

J.  R.  Berry,  Auditor. 

coxxecticut. 

State  of  Connecticut,  Insurance  Department,  > 

Hartford,  March  19,  1873.  > 

Henry  S.  Olcott,  Esq.,  Secretary  Natiomal  Insurance  Convention, 
7  Beekman  street.  New  Tork : 

Dear  Sir — Your  circular  letter  of  March  18  is  received.  Our  legis- 
lature has  not  yet  convened,  and  the  members  are  not  yet  elected.  The 
proposed  act  is  not  regarded  with  much  favor  (as  far  as  I  am  informed) 
by  the  local  companies  or  agents. 

Our  act  of  1871.  is  regarded  favorably  by  companies  here,  and  it  will 
doubtless,  with  a  few  amendments,  continue  for  the  present,  as  the  law 
of  this  state. 
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Reciprocity  between  the  states  in  insurance  legislation  is  fullj  sane- 
tioned  by  all.  Indeed  our  present  act  in  the  matter  of  taxes,  fees, 
penalties,  etc.,  is  purely  reciprocal. 

I  have  heard  no  expression  of  preference  for  governmental  super- 
vision, or  any  oth'er  supervision  than  that  now  exercised  by  the  several 
states. 

r  Yours  respectfully, 

T.  M.  Maltbis, 
Deputy  Insurauf  Commissiom€r, 


Indiana. 

IxDiAKAPOLis,  Ind.,  May  6^  1S72. 
Hkkry  S.  Olcott,  Esq.,  Secretary  Insurance  Convention : 

Dear  Sir — The  **  outline  insurance  law  "  adopted  by  the  National 
Insurance  Convention  and  recommended  to  the  several  states,  has  not  yet 
been  acted  upon  in  this  state,  from  the  fact  that  our  legislature  meets 
only  once  in  two  years,  and  next  January  will  convene  for  the  first  time 
since  the  meeting  of  the  Convention. 

My  reports  and  recommendation  will  be  presented  to  the  next  legis- 
lature, through  the  auditor  of  state,  with  favorable  endorsements  by 
him,  and  I  confidently  believe  that  the  law,  in  substance,  will  be 
enacted,  excepting,  however,  some  changes  in  minor  details. 

Indiana  is  behind  her  sister  states  in  insurance  legislation,  and  that 
fact  will  stimulate  us  to  prompt  action.  Yet  I  hope  we  will  be  guided 
by  sound,  practical  business  sense. 

I  do  not  hear  any  expressing  themselves  in  favor  of  a  "  National 
Department  of  Insurance ;"  in  fact,  in  these  days  of  official  depravity, 
the  people  think  their  greatest  safeguard  in  insurance  interests,  is 
found  in  the  counter-checks  afforded  by  the  many  state  departments. 
One  might  be  corrupted,  but  it  is  impossible  that  all  could  be.  Besides 
the  decision  of  the  ^*  supreme  court"  in  the  *' Paul  vs»  Virginia "  case, 
taken  up  from  Virginia,  pretty  well  disposes  of  the  national  depart- 
ment idea. 

Very  respectfully,  jrours,  etc., 

W.  W.  Caldwbll. 


Iowa. 


Statx  of  Iowa,  Auditor's  Office,     > 
Bes  Moines,  Marek  23,  1872.  ) 

Hknry  S.  Olcott,  Secretary  Insurance  Convention,  New  Torh  : 

Dear  Sir — I  send  to  you  to-day  the  draft  of  insurance  law,  together 
with  a  message  from  the  governor  to  the  legislature  now  in  session. 
The  bill  has  been  referred  to  a  committee  of  the  house  of  represent- 
atives, and  by  it  reported  back  to  the  house  and  its  passage  recom- 
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mended.    I  am  not  able  to  sajr,  at  this  sttigt  of  its  progresst  what  may 

be  iu  late. 

Yours,  truly, 

John  Kv%%mj,u  Auditor  of  State, 


Kentucky. 

Insurakcs  Bxtrkau  of  Kentucky,  Office  op  Insurance  > 
Commissioner,  Frakfort,  March  ai,  1872.  > 

Henry  S.  Olcott,  Secretary  of  the  National  In$uranee  Comvention : 

Sir — In  answer  to  the  inquiries  contained  in  your  circular  of  the  iSth 
inst,  I  have  to  inform  you  that  the  governor  of  this  state,  in  his  annual 
message  of  December  1871,  called  the  attention  of  the  legislature  to  the 
action  of  the  National  Insurance  Convention,  and  requested  full  con- 
kideration  of  its  recommendations  and  action. 

*rhe  copies  of  the  proposed  uniform  law  furnished  this  office  hy  the 
Kcretary  of  the  convention,  were  at  once  placed  in  the  hands  of  the  dif- 
ferent members  composing  the  insurance  committees  of  the  two  houses ; 
and  my  opinion  is  that  the  proposed  uniform  law  is  regarded  with  great 
favor  by  the  committees,  and  in  case  two  or  three  leading  states  adopt 
the  law,  I  think  the  state  of  Kentucky  would  amend  her  laws  to  con- 
form thereto.  The  advantage  and  justice  of  uniform  laws  on  the  subject 
of  insurance  being  fully  recognized  here. 

I  am  not  aware  that  there  is  any  active  opposition  to  the  proposed 
law  in  this  state,  but  its  friends  do  not  expect  it  to  pass  at  this  session  of 
the  legislature  which  will  probably  terminate  in  a  few  days.  I  hear  of 
no  preference  expi essed  for  an  assumption  of  exclusive  supervision  by 
the  general  government. 

Yours,  Respectfully, 
Gustavus  W.  Smith,  Insurance  Commissoner. 


Kansas. 

The  insurance  commissioner  writes  his  replies  to  the  ques- 
tions asked  upon  the  circular  itself,  in  the  following,  ratlier 
inconvenient,  fashion : 

I.  Has  the  governor  recommended  its  consideration  or  passage  ?  i. 
No.  2.  Has  it  been  introduced,  printed,  referred  to  committee,  read 
once,  twice  or  thrice,  or  passed  ?    2.  No.    3.  In  what  material  features 

has  it  been  modified  ?  3.  .    4.  Does  it  provoke  much  opposition  on 

the  part  of  the  legislators,  local  companies,  or  agents  ?  4.  «— ^.  5.  If 
not  passed,  is  it  likely  to  pass  this  session?  5.  No.  6.  Is  the  idea  of 
reciprocity  between  the  states  in  this  matter  of  insurance  legislation 
ftt-orably  entertained?  6.  — .  7.  Do  you  hear  any  preference 
expressed  for  an  assumption  of  governmental  supervision  by  the  gen- 
eral government  exclusively?  7.  No« 


Colonel  Olcott: 

Answers  to  questions  i,  3,  5,  and  7,  as  above,  will  show  jou 
that  the  other  questions  are  not  applicable  to  the  state  of  affairs 
here.  Our  legislature  adjourned,  sine  die,  March  2.  I  prepared  a 
bill,  which  was  little  more  than  our  present  law  (act  of  March  1,  1S71), 
pruning  it 'of  the  useless  and  redundant  matter,  and  incorporating  a 
few  of  the  features  of  the  ** general  law"  recommended  by  the  conven- 
tion, not  in  it;  but,  while  it  was  being  considered  in  the  house,  an 
amendment  was  adopted  (by  the  committee  of  the  whole),  making  fire 
companies  responsible,  in  case  of  total  loss  of  property  insured,  fur  the 
face  of  the  policy,  except  in  cases  of  fraud.  Thereupon  the  friends  of 
the  bill  turned  against,  and  as  the  bill  prepared  by  me  was  not  neces- 
sary to  a  proper  enforcement  of  the  law,  and  ai  I  regarded  the  amend- 
ment mentioned  as  wrong,  I  told  my  friends  to  let  the  bill  go — and  it 
was  defeated.  A  separate  bill  was  introduced  in  the  senate,  and 
passed  that  body,  providing  for  the  publication  of  official  ^^certiticfrtes 
of  authority"  to  transact  business  in  Kansas— but  the  bill  was 
defeated  in  the  house.  No  change  of  any  kind  was  made  in  our  insur- 
ance laws.  There  was  no  effort  to  repeal  the  law  of  March  i, 
1S71;  nor  was  any  ** feeling"  manifested  on  the  subiect-*Dor  on  any 
question  of  amendment,  except  ihe  amendment  relating  to  liability  of 
fire  companies  above  mentioned;  and  respecting  that,  every  man  who 
carefully  examined  and  considered  the  question,  became  convinced  that 
the  amendment  ought  not  to  be  made. 

Respecting  your  seventk  question,  I  may  be  permitted  to  say,  that 
while  I  have  not  heard  a  word  of  d  scussion  on  the  subject  here,  it  is 
my  opinion  that  any  action  of  congress  in  the  premises,  would  be 
absolutely  null  and  void.  If  there  is,  or  hereafter  shall  be,  a  necessity 
for  **  governmental,"  (by  which  I  suppose  you  mean  natioHal)  super- 
vifrion,  the  only  l.gitimate  way  to  secure  it  is  by  an  amendment  to  the 
United  States  constitution  authorizing  such  supervision. 

In  haste,  yours  most  truly, 

W.  C.  Wkbb. 


Louisiana. 

New  Orleans,  April  15,  1S73. 
Col.  IT.  S.  Olcott^  Secretary  National  I HturaHCM  Convent  ion: 

Dear  Sir— I  have  the  honor  to  be  in  receipt  of  your  valued  official 
favor  of  i8ih  ultimo,  and  to  reply : 

It  was  impos^ible  to  get  any  inburance  bill  before  our  legislature  at 
its  last  session. 

There  seems  to  have  been  little  conrideration  of  the  subject,  except 
as  brought  under  consideration  by  individual  members  of  the  house 
and  senate.  All  those  approached  on  the  su)  ject  seem  favorable  to  the 
bill.      Inasmuch   as  it  was  known   that    the   legislature    would    not 
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entertain  anj  bill  on  the  subject,   no  reliable  expression  has  been 
elicited. 

A  bill  Tery  similar  to  the  Missouri  insurance  law  was  introduced, 
bat  not  reached.  Our  legislature  meets  January  i,  1873,  when  the 
subject  will,  doubtless,  be  pre^^ed. 

Very  respectfully, 

Richard  Gais^s. 

Mains. 

Statb  of  Maikb,  Office  of  Jnsurancb  Commissioner,  ) 

Uaxoor,  Mutch  20,  1872.  5 

Hekrt  S.  Olostt,  E^.,  Secretary  National  Insurance  Convention  : 

Dear.  Sir — In  leply  to  your  circular  of  the  iSth  inbtaiit,  I  have  to  say 
that  the  provisions  of  our  present  insurance  law  are  substantial!}'  so 
aearly  conformable  to  the  form  prescribed  by  the  Convention,  that  I  have 
sot  thought  it  desirable  to  substitute  the  latter  for  it,  and  have  not 
vktd  it.  The  '*  retaliatory  "  principle  I  oppo»e,  as  I  did  at  the  Con- 
fention,  for  reasons  then  stated,  and  which  I  propose,  also,  to  give  in 
D7  foithcoming  report.  An  attempt  was  made  to  enact  that  principle 
ui  our  legislature,  but  I  am  glad  to  say  they  gave  it  no  favor.  In  two 
or  three  other  particulars  an  attempt  was  made  by  me  to  modify  our 
prei«nt  law,  to  oont'orm  to  the  recommendations  of  the  Convention, 
but  the  legislature  preferred  to  let  the  law  remain  as  it  i%as,  and  there* 
fore  no  change  was  made  whatever. 

Very  truly, 
Albert  W.  Paine,  Insurance  Commissioner. 


Maryland. 

Annapolis,  Alay  31,  1873. 

Col.  H.  S.  Olcott,  Secretary  National  Insurance  ConventioUf  New 
Tork: 

Dear  Sir — ^Yours,  dated  March  18,  was  duly  received,  and  I  have 
been  waiting  daily  for  the  appointment  of  the  insurance  commissioner 
l9  be  made  that  I  might  give  you  all  the  information  desired.  You 
desire  to  know  the  nature  etc.  of  the  law  that  was  then  pending  before 
(now  passed  by)  the  legislature  of  Maryland. 

The  features  are  nearly  the  same  as  the  law  recommended  by  the  Con- 
reotion,  the  only  material  change  being  in  that  section  granting  what 
some  of  our  local  companies  coubider  as  the  arbitrary  power  of  the  com- 
missoiner.  These  powers  instead  of  being  at  the  dinposal  of  the  com- 
missioner, are  placed  in  the  hands  of  the  courts,  and  are  required  to  be 
used  when  the  commissioner  makes  a  written  charge  against  a  company 
or  agent;  upon  which  charge  the  judge  to  whom  complaint  may  be 
made,  is  required  to  appoint  a  commission  of  three  persons,  of  which 
the  commibsioner  shall  be  one,  to  make  full  examination  of  the  affairs 
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of  the  60  charged  company.    With  this  exception,  the  bill  does  not  differ 
much  from  the  national  draft,  ahhoiigh  it  is  considerably  condensed. 

The  comptroller  was  made  the  appointing  power  under  the  law,  and 
has  commissioned  the  writer  as  the  insurance  commissioner  from  May 
I,  1S72. 

If  in  my  power,  I  shall  certainly  be  present  at  the  October  meeting  of 
the  Convention,  although  the  time  will  not  suit  me,  owing  to  the  fact 
that  it  will  be  at  the  time  I  shall  be  preparing  my  first  report,  to  be 
submitted  to  the  comptroller  of  the  treasury. 

I  Khali  be  happy  to  receive  copies  of  the  last,  or  October  meeting  of 
the  Convention,  and  especially  so  if  it  embraces  Gen.  Smith's  valuable 
report  on  '*  valuation  ar.d  interest." 

I  herewith  enclose  a  copy  of  our  new  law. 

I  am  with  great  respect,  yours,  truly, 
Charlks  H.  Wailes. 

Insurauce  Commissiontr, 


Massachusetts. 
Hon,  Julius   L.   Clarke,  the  Insurance  Commissioner,  re- 
ports that  no  action  has  been  taken  by  the  legislature  of  his 
state  in  tlie  premises. 

Michigan. 

State  of  Michigan,  Insurance  Bureau,  ) 
Laksing,  March  23,  1S72.  > 

Henry  S.  Olcott,  Esq.,  Secretary  National  Insurance  Convention: 

Dear  Sir — Your  circular  of  the  iSth  inst.  is  at  hand.  In  reply  to  same 
will*  say,  that  no  attempt  lias  been  made  to  bring  the  Convention 
insurance  act  before  the  legislature  of  thiR  state  at  the  present  session. 
The  regular  sessions  of  the  legislature  of  Michigan  are  biennial,  the  pres- 
ent session  is  an  extra  one,  convened  by  special  message  of  the  governor, 
to  re-district  the  state  under  the  new  apportionment  of  United  States 
representatives.  All  extra  sessions  are  limited  by  the  constitution  to 
twenty  days.  No  measure  can  be  acted  upon,  except  by  recommenda- 
tion of  the  governor.  In  conferring  with  his  Excellency,  Hon.  H.  P. 
Baldwin,  he  expressed  the  view  that  the  shortness  of  the  session  would 
not  permit  the  introduction  of  any  measures  not  of  absolute  necessity. 
The  main  features  of  the  act  recommended  by  the  Convention  are 
already  embodied  in  the  statutes  of  this  state,  and  I  could  not  urge  its 
passage  as  being  of  the  first  importance  now.  When  the  proper  time 
comes,  Michigan  will  wheel  into  line,  and  adopt  the  general  insurance 
statute  with  only  slight  modifications. 

Very  respectfully,  yours, 

Sam'l  H.  Row,  Commissioner  of  Insurance^ 
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MiNMSSOTA. 

Stats  of  Minnrsota,  Burrau  of  Insurance,  ) 
Saint  Paul,  May  33,  1872.  > 

H.  S.  Olcott,  Esq.,  New  Tork  City: 

Dear  Sir — Although  it  is  probably  too  late  for  your  purpose  to  reply 
to  jour  circular  of  the  iSth  of  March,  I  may  state  that  an  insurance 
laur,  embodying  substantially  the  provisions  recommended  by  the 
National  Insurance  Convention,  was  adopted  by  our  recent  legislature, 
h&Ting  been  recommended  by  the  governor.  It  encountered  liltle 
opposition,  except  from  a  local  company  having  a  mutual  and  very 
questionable  basis,  and  I  regret  to  say  was  mutilated  to  such  an  extent 
as  to  exempt  such  company  from  its  wholesome  provisions.  *  *  *  * 
The  idea  of  recipix>city  between  the  states  is  favorably  entertained  here, 
but  public  sentiment,  I  think,  would  discountenance  the  proposition 
for  a  national  supervision  of  insurance. 

Respectfully,  yours, 

Pemnock  Pusey,  Insurameg  Commissioner. 


Mississippi. 

Jackson,  Miss.,  Fsbrmary  Z^  l%^2. 
Col.  Henry  S.  Olcott  : 

Dear  Sir — I  have  been  in  attendance  upon  the  legislature  of  Missis- 
lippi  for  one  week.  Gov.  Powers  has  addressed  a  special  message  to 
the  two  houses,  strongly  recommending  the  establishment  of  an  insur- 
toce  department.  The  subject  to-day  was  acted  on  so  far  as  to  refer  by 
both  branches  to  committees,  who  are  decidedly  favorable  to  the 
measure. 

The  passage  of  the  bill  in  Mississippi  will  almost  ensure  success  in 
tereral  adjacent  states.  Yours  truly, 

Milton  E.  Bacon. 


Missouri. 

Insurance  Department,  State  of  Missouri,  ) 
St.  Louis,  Mo.,  March  23,  1872.  ) 

Hkkry  S.  Olcott,  Esq.,  Secretary  National  Insurance  Convention: 

Dear  Sir — Your  circular  letter  of  the  i8th  has  been  received. 

The  general  insurance  statute  has  not  been  presented  to  the  Missouri 
legislature.  Upon  collation  of  the  law,  as  proposed  by  the  Convention, 
with  existing  statutes  of  this  state,  it  was  found  that  a  few  amendments 
to  the  latter  would  make  them  substantially  conform  to  the  former. 
The  insurance  department  of  Missouri,  therefore,  prepared  a  brief  of 
amendments  to  both  life  and  fire  insurance  laws,  and  forwarded  it  to 
Jefferson  city.  Bills  in  conformity  thereto  have  been  introduced,  and 
have  passed  the  senate  without  change.  They  are  now  in  the  house, 
and  the  prospect  for  their  passage  is  favorable. 
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A  national  insurance  bureau  would  not,  I  think,  meet  with  much  favor 
in  Missouri.  Politicians  who  are  also  insurance  officers  may  favor  the 
scheme  to  some  extent;  but  insurance  officers  who  are  not  politicians, 
and  who  care  only  for  the  commercial  aspects  of  the  insurance  system, 
are  generally  opposed  to  such  an  advance  of  present  centralization 
tendencies  of  the  people. 

The  uniform  blank  is  a  good  thing,  but  the  manner  of  its  use  so  far 
by  the  companies  demonstrates  the  necessity  as  well  as  practability  of 
a  very  large  improvement  in  form  of  statement  for  another  year. 

Yours  truly, 

Aug.  F.  Harvby. 


Nebraska. 

State  of  Nebraska,  Auditor's  Dkpartmknx,  > 
Lincoln,  April  23,  1872.  > 

Hon.  H.  S.  Olcott,  New  Torh: 

Dear  Sir — In  reply  to  yours  of  6th  instant,  will  say.  The  "  insurance 
law "  drafted  by  the  Convention  at  New  York,  was  laid  before  our 
legislature  at  an  adjourned  session  in  January  last,  by  myself.  The 
same  was  read  in  the  house  a  first  and  second  time,  and  referred  to 
'*  committee  of  the  whole,'*  where  it  was  considered  and  referred  to  a 
special  committee  of  five  (^composed  of  insurance  men),  who  reported 
it  back  to  the  house,  with  recommendations  that  it  do  pass  with  some 
slight  amendments.  The  principal  amendment  was  making  the  paid 
up  capital  one  hundred  thousand  dollars^  but  in  the  mean  time  the 
senate  was  left  without  a  quorum,  consequently  legislation  was  blocked, 
otherwise  the  passage  of  the  law  was  a  certainty.  The  senate  unanimously 
would  have  passed  the  bill.  I  have  carefully  preserved  the  bill  at  it 
was  left  by  the  house,  and  will  present  it  to  the  coming  legislature  of 
January  next,  when  I  am  certain  it  will  become  a  law,  as  our  present 
'insurance  law"  is  entirely  inadequate  to  our  necessity. 

Having  copies  of  the  printed  law,  and  placing  it  in  the  hands  of 
the  members,  and  by  personal  consultation  with  them,  they  were 
impressed  with  the  necessity  of  a  uniform  law,  as  it  relates  to  all  the 
states.  No  member  of  our  legislature  had  any  objection  to  the  law 
when  it  was  examined.  I  was  pleased  in  having  the  endorsement  of 
the  legislature  to  my  action  as  delegate  to  the  Convention,  and  the 
object  to  be  attained  met  the  approval  of  each  member. 

Yours  truly. 

John  Gillespie, 
Auditor  of  State^  and  Commissioner. 
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New  Hampshirs. 

State  of  New  Habcpshirb,  I^^surakcb  Commissioner's  Office,  ) 

Concord,  April  lo,  1872.  ) 

Col.  Oloott  : 

My  Dear  Sir — ^The  legislature  of  this  state  has  not  been  in  session 
since  the  publication  of  the  proposed  general  statute,  nor  will  it  be 
nnfil  June« 

There  is  no  discussion  here  about  general  governmental  supervision 
of  insurance. 

Olivbr  Pillsbury,  Ifisurance  Commissioner, 


New  Jersey. 

State  of  New  Jersey,  Department  of  State,  ) 

Trenton,  April  8,  1872.  J 

HiifRY  S.  Olcott,  Esq.,  New  Tork  : 

Dear  Sir — In  reply  to  jrour  circular  letter  of  March  i8th,  I  beg  leave 
to  state  that  the  legislature  of  New  Jersey,  during  its  late  annual 
itssion,  enacted  laws  relative  to  the  business  of  '^fire,  life,  accident, 
znirine,  and  live  stock  insurance  by  companies  not  incorporated  by  this 
lUte,**  copies  of  which  are  herewith  respectfully  inclosed.  No  other 
±tn  those  herewith  enclosed  was  acted  upon  by  our  legislature. 

Yours  respectfully, 

Henry  C.  Kelsey,  Secretary  of  States 
per  J.  D.  Hall. 


North  Carolina. 

Raleigh,  March  2a,  1S73. 

Col.  Henry  S.  Olcott,  Secretary  National  Insurance  Convention : 

DsAR  Sir — Yours  of  the  i8th  instant  to  hand.  The  governor  of 
thit  state  in  his  annual  message  transmitted  to  the  legislature  at  its 
Ute  session,  'with  my  report  of  the  action  of  the  Convention,  the 
"general  insurance  statute,"  expressing  views  in  consonance  therewith. 
Owing  to  a  short  session  and  the  pressure  of  other  business,  no  definite 
action  was  taken  thereon,  except  the  passage  of  an  act  authorizing  the 
ippointment  of  a  '*  commissioner  of  insurance  and  examiner  of  cor- 
porations." 

The  proposed  statute  meets  with  general  approval  from  all  parties, 
iDd  will  doubtless  become  a  law  at  the  next  session  of  the  legislature. 
The  idea  of  reciprocity  among  the  states  is  favorably  entertained,  and 
I  hear  of  no  preference  for  supervision  by  the  general  government. 

A.U0W  me  sir,  to  congratulate  you  upon  the  ability  and  dilligence 
displayed  by  you  in  the  performance  of  the  manifold  duties  of  your 
position,  and  to  hope  that  the  Convention  at  its  next  session  may  add 
greatly  to  the  influences  for  good,  which  have  already  sprung  from  its 
inauguration  and  action. 

I  am  sir,  very  truly  yours, 

Wm.  H.  Finch,  Delegate  from  North  Carolina, 
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Nkw  York. 
Nothing  was  done  in  this  state,  this  year. 


Ohio. 

The  Convention's  general  statute  was  not  introduced,  but  a 
substitute,  providing  for  the  organization  of  an  insurance 
department  and  the  appointment  of  a  commissioner  was  passed 
instead. 


Pennsylvania. 

Hakrisburg,  March  19,  1872. 
Henry  S.  Olcott,  E»q. 

Dear  Sir  : — I  am  sorrjr  to  report  that  no  legislation  on  insurance 
matters  can  be  had  during  the  present  session.  The  Governor  has  not 
recommended  anj,  and  I  think  the  session  is  so  far  gone  that  it  is  use- 
less to  attempt  it  now.  If  I  am  continued  in  office  until  my  successor 
can  be  elected,  I  will  be  with  you  in  the  next  convention,  and  will  make 
every  effort  to  have  a  bill  proposed  for  our  legislature  that  will  be  satis- 
factory to  our  people,  and  have  it  passed  the  next  session. 

I  am,  yours  etc., 

J.  F.  Hartranft,  Auditor  Ctntral. 


Rhodb  Island. 

Hon.  Joel  M.  Spencer,  Insurance  Commissioner,  in  a 
private  letter  of  date  April  8,  1872,  writes,  that  owing  to  a 
variety  of  causes  beyond  his  control,  nothing  was  done  in  this 
matter  during  the  recent  session  of  the  legislature.  He  hopes, 
however,  that  the  subject  of  the  reciprocal  insurance  law  will 
receive  favorable  attention  at  the  next  session ;  adding,  that  this 
result  will  be  quite  likely  to  be  attained  "  if  our  sister  states 
come  up  to  the  work  with  a  commendable  interest  and  earnest- 
ness, the  fruits  of  their  efforts  being  such  a  revision  of  the  laws 
affecting  insurance  as  will  show  an  approach  to  uniformity.'* 

South  Carolina. 

Executive  Department,  Office  of  Comptroller  General,  ) 

Columbia,  April  5,  1872.         J 

H.  S.  Olcott,  Esq.,  Secretary  National  Insurance  Convention: 

Dear  Sir: — ^Your  note  covering  circular  of  March  18,  1872,  has  been 
received.  I  learn,  upon  inquiry,  that  the  Governor,  from  pressure  of 
circumstances,  has  not  communicated  with  the  General  Assembly  in 
reference  to  the  matter,  but  expects  to  take  action  at  the  next  session. 
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Immediatelj  on  receipt  of  the  copies  of  the  "Outline  of  Drafl" 
kindljr  sent  me  some  time  since,  I  laid  them  before  both  houses  of  the 
General  A^aemblj,  and  they  were  referred  to  appropriate  committees, 
but  from  want  of  time  were  not  acted  on  up  to  the  close  of  the  session. 
I  have  not  been  able  to  ascertain  whether  the  statute  has  provoked 
moch  opposition  on  the  part  of  legislators,  local  companies  or  agents, 
from  want  of  publicity.  From  the  same  reason,  I  cannot  say  whether 
the  idea  of  reciprocity,  etc.,  is  favorably  entertained,  nor  have  I  heard 
any  preference  expressed  for  an  assumption  of  governmental  supervi- 
sion, etc,  but  will  endeavor  to  keep  in  view,  and  give  to  the  whole 
matter,  the  attention  which  it  deserves. 

Yours,  respectfully,  J.  L.  Nkaglv, 

Comptroller  General, 
Per  C.  J.  Houston,  Chief  Clerk. 


Tennessee. 

Nashville,  Tenn.,  Afril  ii,  187a. 
Henry  S.  Olcott,  Srcretary: 

Dear  Sir — Our  legislature  adjourned  without  action  on  the  subject  of 
insurance,  no  reference  being  made  to  it  by  the  governor.  The  *'  general 
insurance  statute"  was  not  introduced,  and  while  very  many  of  its 
features  meet  with  great  favor  on  the  part  of  agents  and  companies, 
I  believe  as  a  whole,  it  would  be  warmly  opposed.  The  idea  of 
''reciprocity"  is  favorably  entertained.  I  hear  of  «0  preference  being 
expressed  for  general  government  supervision. 

Yours,  Y^ry  respectfully, 

WiLLLAM  Henry  Smith. 


Virginia. 

Richmond,  Va.,  Afril  jfltk^  1873. 
Hessry  S-  Olcott,  Esq.,  Secretary,  etc..  New  Tork, 

Dear  Sir — Your  circular  of  i8th  March  would  have  been  answered 
earlier  but  for  my  protracted  absence  from  Richmond.  Governor 
Gilbert  C.  Walker  recommended  to  the  general  assembly,  the  con- 
sideration of  the  general  insurance  statute  recommended  by  the  National 
Insurance  Convention.  Simultaneously  with  this  recommendation,  he 
transmitted  a  copy  of  the  law.  The  senate  being  the  body  in  which  the 
sobject  of  insurance  was  first  considered,  the  national  insurance  law 
was  referred  to  its  committee  on  general  laws,  and  a  bill  was  reported 
back  by  that  committee  embodying  most  of  its  features.  This  bill  was, 
I  think,  received  with  great  favor  by  the  senate  of  Virgina;  but  the 
press  of  business,  lateness  of  the  session,  and  the  financial  complica- 
tions of  our  legislature  prevented  its  passage.  I  believe  that  it  will  be 
passed  early  next  Winter  on  the  re-assembling  of  the  general  assembly. 

The  bill  referred  to  in  the  senate  commanded  the  approval  of  all  the 
agents,  but  elicited  opposition  from  some  of  the  insurance  companies. 
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Mr.  Carrington,  president  of  the  Piedmont  and  Arlin^^n  Insurance 
company  appeared  before  the  committee  on  general  laws,  and  made  a 
speech  of  great  ability  in  support  of  the  statute  approved  by  the  National 
Convention. 

I  think  that  *^the  idea  of  reciprocity  between  the  states  in  this  matter 
of  insurance"  is  favorably  entertained  by  nearly  all  of  our  leading^ 
home  offices,  members  of  the  general  assembly,  as  far  as  their  views  are 
known  to  me,  and  all  agents.  Any  opposition  to  reciprocity  springs 
either  from  financial  meanness,  or  an  aspiration  for  all  the  local  busi- 
ness. 

I  have  the  honor  to  be  with  high  respect, 

Yours,  very  truly, 
Edward  M.  Alfriend,  Special  Delegate, 


Wisconsin, 

Office  of  the  Secretary  of  State,  ) 
Madison,  April  8,  1872.      > 
Henry  S.  Olcott,  Esq. : 

Dear  Sir — In  reply  to  your  circular  letter  of  the  i8th  ult.,  I  would  say, 
that  no  laws  were  enacted  at  the  recent  session  of  our  legislature 
relating  to  the  subject  of  insurance,  except  the  following:  one  to 
authorize  township  insurance  companies,  and  the  other  to  authorize 
county  insurance  companies.  This  law  applies  only  to  three  counties. 
Another  law  was  passed  making  premiums  liens  upon  boats  and  vessels 
in  certain  cases. 

A  bill  was  prepared,  and  introduced  in  the  house  by  the  insurance 
committee,  comprising  those  features  of  the  Convention's  law  not 
already  embraced  in  our  statutes.  It  passed  the  assembly  without 
opposition,  but  failed  in  the  senate.  It  was  detained  too  long  in  the 
assembly;  and  the  cause  of  its  defeat  in  the  senate  was  principally 
owing  to  want  of  sufficient  time  to  consider  it  One  of  the  princi- 
pal provisions  of  the  bill  was  the  one  requiring  fire,  marineand  inland 
companies  to  reserve  upon  the  Convention  basift.  Opposition  was  made 
in  the  senate  to  that  part  of  the  bill  relating  to  the  reserve  in  the  case  of 
inland  navigation  companies,  those  interested  in  this  branch  of  insur- 
ance holding  that  it  was  unnecessarily  high.  Our  present  law  upon 
this  subject,  empowers  the  commissioner  of  insurance  to  require  com- 
panies to  reserve  a  sufficient  amount  to  safely  re-insure  all  outstanding 
risks.  Until  the  last  year,  the  department  had  required  only  40  per 
cent  in  case  of  fire  companies,  and  100  per  cent  in  marine  and  inland. 
Having  discretionary  powers  in  the  premises,  and  feeling  the  necessity 
and  importance  of  high  reserves  from  the  disastrous  experiences  of  the 
year,  I  felt  it  my  duty  to  require  of  all  companies,  wishing  to  be  licensed 
in  this  state  for  the  current  year,  to  report  their  business  upon  the  uni- 
form blank,  reserving  according  to  the  Convention's  standard. 

Very  truly,  your  obedient  servant, 

Ll.  Breesb,  Secretary  of  State^ 
And  tX'officio  commisstontr  of  insurance. 


District  of  Columbia, 

BoARi>  OF  Public  Works,  District  of  Columbia,  ) 

Washington^  D,  C,  April  ii,  1872.      ) 

Col.  H.  S.  Olcott,  New  Tork : 

Dear  Sir — In  reply  to  your  circular  under  date  of  the  i8th  ultimo,  I 
beg  to  say  that  our  legislature  has  had  no  general  session  since  the 
draft  of  the  act  was  prepared.  It  will  assemble,  however,  on  the  22nd 
instant,  when  it  will  give  me  pleasure  to  submit  the  matter,  and  use  my 
endeavors  to  secure  favorable  action. 

Yours,  truly, 

Alexander  R.  Shepherd. 


Thus  it  will  be  seen  that  the  work  of  the  Convention  is 
being  prosecuted  in   nearly   every    state,  and   its  results  are 
already    partially    apparent.       The    principle    of   reciprocity 
between  the  states  in    insurance   legislation   is   so    manifestly 
just,  that  it  appeals  to  the  better  judgment  and  common  sense 
<^  all  who  will  take  the  pains  to  inform  themselves.     It  only 
requires  that  its  urgency  as  a  matter  of  public  policy  shall  be 
thoroughly  known,  to  ensure  the  full  attainment  of  the  end  in 
view  at  no  distant  date.     Besides  indifference  on  the  part  of 
the  companies,  no  serious  obstacle  need  be  feared,  unless,  pos- 
sibly, through  the  opposition  of  persons  in  the  so-called  "  four- 
per-cent  states,"  who  in  the  desire  to  bring  everything  to  their 
own  extreme  standard  of  reserve,  might  be  willing  to  go  to  the 
leogth  of  attempting  to  defeat  the  preponderant  majority  in  the 
Convention,  in  favor  of  four-and-a-half  per  cent,  if  they  could 
acceed  in  enlisting  their  state  officers  in  their  service.     There 
are  some  people  so  constituted  as  to  be  incapable  of  compro- 
aise — they   must  have  everything  or  nothing.     If  there   are 
sch  persons  in  the  insurance  interest,  they  may  be  willing  to 
see  the  legislative  door  left  open  for  a  system  of  six,  eight,  or 
even  ten  per  cent  reserves,   rather  than  meet  at  a  common 
reciprocal   centre,   and   compromise  at   four-and-a-half.     Still, 
these  conservatives,  even  if  they  exist  at  all,  are  in  such  a  min- 
ority at  present,  that  it  is  not  likely  that  the  great  reformatory 
movement  will  be  checked.     Admitting  it  be  true  that  the  four 
per  cent  theory  is  nearer  correct  than  any  other  (and  many  very 
respectable    authorities,  whose   opinions    are   entitled    to    the 
highest  consideration,  concur  in  so  maintaining),  there  can  at 
least  be  no  doubt  that,  as  a  matter  of  present  expediency,  and 
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public  policy,  it  is  far  better  to  place  all  the  life  insurance  com- 
panies  of  the  country  on  a  four-and-a-half  per   cent  basis  of 
reserve^  which  after  a  little,  as  circumstances  should  seem  to 
require  it,  could  be  chang^ed  to  either  a  four  or  five  per  cent, 
tlian  by  neglect  of  the  present  opportunity  for  compromise, 
to  allow  a  host  of  mushroom  corporations  to  spring  up  and 
fleece  the  public,  and  thus  permanently  injure  the  beneficent 
plan  of  life  insurance,  by  writing  policies  at  unreasonably  low 
rates  of  reserve,     "  Haifa  loaf,"  according  to  the  proverb,  "  is 
better  than  no  bread,"  and  it  may  be  that,  taking  it  all  in  aU^ 
a  four-and-a-half  per  cent  policy,  with  strict  scrutiny  of  assets 
and  conservative  management,  would  leave  the  companies  at 
the  end  of  the  next  half  century  stronger  than  the  extreme  rate 
of  four  per  cent,  with  lax  enforcement  of  the  tests  of  solvency. 
Tho»e  who  are  interested  in  the  stock  plan  of  life  insurance, 
maintain  that  this  rule  holds  even  to  the  extent  of  a  six  per 
cent  reserve.      The  general  reader,   who   may  be  curious  to 
follow  the  argument  to  its  conclusion,  should  refer  to  the  able 
papers  contributed  to  the  report  of  the  May  session  of  the  Con- 
vention by  Hon.  £.  A.  Rollins,  of  the  National  Life  insurance 
company  of  tlie  United  States,  and  John  H.  Bewley,  Esquire, 
secretary  of  the  Universal  Life  insurance  company,  of  tliis  city. 
And,  while  mentioning  Mr.  Bewley's  name,  I   desire  here  to 
repair  an  involuntary  fault  of  neglect,  by  acknowledging  my  great 
indebtedness  to  that  gentleman  for  valuable  information  anH  aid 
furnished  during  the  compilation  of  my  former  volume. 

The  issue  of  this  volume  seemed  a  most  favorable  occasion  to 
place  before  tlie  country,  a  summary  of  the  condition  of  British 
public  opinion  upon  the  subject  of  governmental  supervision  of 
insurance  companies.  Accordingly,  on  the  27th  of  February 
last,  I  addressed  a  letter  to  Cornelius  Walford,  Esquire,  the 
eminent  English  writer  on  insurance,  asking  him  to  favor  me 
with  information  upon  the  following  points:  i.  Whether 
experience  seemed  to  demonstrate  the  necessity  for  govern- 
mental supervision  in  Great  Britain?  2.  What  was  thought  of 
our  application  of  the  system?  3.  How  far  the  inquisitorial 
prerogative  should  be  pushed?  4.  How  the  best  minds  abroad 
regard  the  progress  and  promise  of  the  American  insurance 
interest. 

The  following  is  Mr,  Walford's  instructive  reply : 
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Mr.  Walford's  Letter. 

86  Belsizs  Park  Gardens,  London,  N.W.,  March  15,  1872. 

Ho'RT  S.  Olcott,  Esq.,  Secretary  of  National  Insurance  Convention 
of  tke  Umited  States : 

Ky  Dear  Sir — Your  invitation  to  me  to  state  my  views  upon  the 
points  enumerated  in  your  letter  dated  February  27  (but  which  has  onljr 
reached  me  within  the  last  three  dajs),  I  cannot  regard  otherwise  than 
IS  most  flattering.  It  recalls  to  my  mind  the  invitation  I  received  from 
n)!ir  able  president  to  attend  the  adjourned  convention,  which,  however> 
is  consequence  of  pressing  professional  and  literarjr  engagements,  I  was 
qaite  unable  to  accept  I  shall  hope,  if  the  invitation  be  renewed  on 
some  future  occasion,  to  find  myself  with  jou. 

I  was  much  impressed  with  the  idea  of  your  insurance  superin- 
tsQdents  and  commissioners;  your  leading  actuaries;  and  the  presidents 
ud  officials  of  many  of  your  leading  offices ;  all  meeting  for  the  avowed 
parpose  of  facing  existing  imperfections  and  shortcomings,  and,  by 
cnited  action,  devising  means  for  their  removal.  I  think  such  a  cir- 
csnutance  should  give  increased  confidence  and  encouragement  to  the 
iQsurin^  classes  on  your  side  of  the  water. 

It  i«  quite  true,  as  you  suggest,  that  I  have  had  the  opportunity  o^ 
discussing  with  some  of  the  best  informed  men  in  Great  Britain,  and 
mother  parts  of  Europe,  the  subject  of  governmental  supervision  of 
iosannce  companies.  Regarding  our  own  country,  and  speaking  gen- 
enllj,  we  had  all  felt  for  sometime  past  that  something  must  be  done 
to  prevent  the  constantly  recurring  failures  in  life  insurance  enterprises. 
The  question  alone  to  be  solved,  was  what  that  something  should  be. 
The  spirit  of  our  legislation  has,  of  late  years,  been  decidedly  against 
;o?erimental  restrictions  on  private  or  commercial  undertakings,  in 
UT  form  or  shape.  It  was  hoped  that  the  growing  intelligence  of  our 
;«^aIation,  would  enable  the  provident  classes  to  discriminate  on  such 

sitters  for  themselves.     But,  as  we  delayed  taking  any  steps  of  A 

national  character  to  impart  that  education  which,  alone,  could  pro- 
^y  direct  such  discriminative  faculty,  I  fear  I  must  not  pursue  this 
?£a*e  of  the  subject. 

Iq  the  year  1853,  a  select  parliamentary  committee  was  appointed  to 
consider  the  subject  of  assurance  associations ; — a  prudent  step  frequently 
taken  in  advance  of  any  special  legislation.  The  committee  itself  was 
composed  of  very  able  men ;  and  it  called  to  its  counsel  the  advice  of 
loanjof  the  most  enlightened  members  of  the  insurance  profession  of 
that  period,  representing — as  is  not  always  the  case  in  such  inquiries — 
^i^'Ay  all  shades  of  opinion.  The  result  was  a  very  important  and 
temperate  report  The  legislation  which  had  led  to  the  rapid  forma- 
tion of  insurance  associations  about  that  period,  was  recent;  and  the 
committee  evidently  regarded  it  as  on  trial,  and  thought  that  some  of 
tbc  first  resulting  evils  would  not  recur.  Upon  three  points  the  report 
'as  more  definite :    (i.)  It  considered  that  the  business  of  insurance 
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companies  differed  so  far  from  ordinary  business,  as  to  justifjr  their 
being  dealt  with  by  a  separate  and  special  law.  That  was  in  reference 
to  their  legal  constitution.  (2.)  That  it  was  desirable  to  have  some 
test  of  the  dona  fidt  intentions  of  the  promoters  of  all  such  associa- 
tions; and  the  committee  considered  that  the  investment  of  £10,000  in 
the  public  funds,  under  such  conditions  as  parliament  should  prescribe, 
would  be  a  sufficient  test  of  such  bona  fidt  intention.  (3.)  The  com- 
mittee was  of  opinion  that  no  fixed  form  of  account,  for  the  purpose  of 
annual  returns,  could  be  framed,  '*  which  would  practically  afford  any 
real  security;"  but*a  schedule  was  recommended,  demanding  from  the 
companies,  at  stated  periods,  some  leading  information  as  to  the  capital 
and  resources  of  all  future  insurance  associations.  No  immediate 
legislation  followed;  and  when  legislation  came,  the  first  and  second 
recommendations  of  the  committee  were  not  adopted.  The  third 
requirement  was  embodied  in  the  Companies'  Act  of  1862,  under  which 
insurance  associations  continue  to  be  regulated  on  points  of  legal  con- 
stitution. 

Now,  afler  some  fifteen  years  had  elapsed  from  the  date  of  this  com- 
mittee ;  and  many  of  the  evils  which  had  been  brought  under  its  notice 
were  found  still  to  exist;  and,  had  in  the  very  circumstance  of  their 
continued  existence,  engaged  the  attention  of  all  practically  engaged  in 
insurance  enterprise,  it  was  very  generally  felt,  by  insurance  men,  that 
the  more  prudent  course  would  be  that  another  parliamentary  inquiry 
should  precede  any  new  legislation.  That  course  would  manifestly 
have  had  many  advantages.  A  new  generation  of  insurance  men  had 
become  inaugurated ;  and  these  had  the  advantage,  not  only  of  their 
own  experience,  but  of  the  recorded  views  of  their  predecessors,  to  guide 
them  to  a  sound  judgment  The  whole  subject  could  have  been 
reviewed,  and  we  could  have  had  the  benefit  of  summoning  to  our 
counsels  some  of  those  from  your  side,  capable  of  giving  a  comprehen- 
sive view  of  the  working  of  your  system.  The  importance  of  the 
interests  at  stake,  and  the  urgent  desirability  of  doing  the  right  things 
in  the  right  manner,  demanded  some  such  mode  of  proceeding. 

What  really  did  happen  was  this.  The  continued  failure  of  insur- 
ance projects,  and  more  especially  the  collapse  of  the  Albert  Insurance 
association,  and  the  almost  certain  collapse  of  the  European,  attracted 
the  serious  attention  of  individual  members  of  parliament  to  the 
subject.  The  newspapers,  as  representing  the  feeling  of  outraged 
policyholders,  urged  that  something  should  be  done.  The  government 
had  important  measures  which  it  was  pledged  to  put  forward,  and 
which  could  not  be  laid  aside  for  this  insurance  question,  however 
urgent  it  might  seem.  In  this  emergency  a  private  member  came 
forward,  and  introduced  a  measure  to  parliament.  This  gentleman  was 
himself  above  suspicion.  He  could  have  no  motive  but  the  public 
good.  But  he  had  no  knowledge,  either  technical  or  practical  on  the 
subject  of  insurance  associations.  He  was  obliged  to  seek  advice  and 
assistance*     He  was  not,   to  put  the  matter  in  the  mildest  phrase, 
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fortuoate  in  the  selection  of  an  adviser.  The  measure  produced  was 
crude,  superficial,  and  not  such  as  to  give  confidence  to  the  great 
majority  of  the  leading  officials  of  the  insurance  associations.  Sec- 
tions of  insurance  men  met,  and  took  the  measure  in  hand,  with  a  view 
to  its  improvement.  It  was  unquestionablj  very  materially  improved ; 
and  so  was  passed  at  the  close  of  the  session  of  1870.  So  far  as  I  could 
gather,  after  manj  opportunities  of  conversing  with  our  best  informed 
actuaries  and  managers,  the  feeling  was  one  of  hope  that  good  mighty 
rather  than  expectation  that  good  wonldy  result  from  it.  There  was 
not,  in  a  word,  that  large  measure  of  confidence  in  its  operation,  which 
an  enactment  affecting  such  important  interests  should  have  inspired. 

The  principal  requirements  of  this  act  of  1870,  are :  (i.)  that  every  new 
life  insurance  association  thereafter  founded  should  deposit  £20,000,  to 
be  invested  in  approved  securities,  and  remain  so  invested  and  out  of 
the  control  of  the  company,  until  its  accumulated  fund  out  of  premiums 
should  reach  £40,000.  (2.)  The  life  funds  of  all  offices  transacting 
other  branches  of  insurance  business,  are  to  be  kept  distinct  from  the 
funds  of  such  other  branches.  (3.)  The  annual  accounts  of  every  life 
usociation  are  to  be  lodged  with  the  Board  of  Trade,  made  out  in  the 
forms  prescribed  by  the  Act;  and  in  addition,  certain  other  returns  are 
to  be  made  at  the  period  of  each  bonus  investigation,  in  forms  also 
prescribed.  (4.)  Printed  copies  of  deeds  of  settlement,  or  other  form 
of  legal  constitution,  as  also,  lists  of  share-proprietors  in  the  joint- 
itock  insurance  associations,  are  to  be  kept  for  the  purposes  of  share- 
holders and  policyholders,  who  can  purchase  them  at  a  nominal  price. 
(5.)  Certain  returns  are  to  be  made  in  the  case  of  one  life  insurance 
association  becoming  amalgamated  with  another.  (6.)  Provisions  as 
to  when  an  insurance  association  may  be  decreed  to  be  legally  wound 
up,  in  addition  to  the  provisions  of  the  Companies'  Act  of  1862,  in  this 
respect— viz.,  whenever,  upon  an  actuarial  valuation  of  assets  and  lia- 
bilities, a  deficiency  should  be  found,  and  such  deficiency  should  not 
be  made  up  in  a  reasonable  time. 

You  will  see,  by  the  historical  sketch  here  given,  that  we  have  com- 
mitted ourselves  to  governmental  supervision,  in  the  matter  of  insur- 
^ce  interests  in  this  country,  only  to  a  very  limited  degree. 

You  are  so  good  as  to  ask  my  individual  opinion  upon  the  question 
of  insurance  legislation,  and  its  legitimate  scope.  I  can  give  my  own 
Tiews  with  much  more  freedom  than  I  can  pretend  to  interpret  the 
views  of  others.  /  am  of  opinion — strongly  so — tkai  iks  only  measure 
of  real  safety  lies  in  fublicity.  I  would  have  for  all  insurance  associa- 
tions^and  this  only  in  common  with  all  joint  stock  associations — such 
a  legal  constitution  as  would  render  the  management  at  once  accounta- 
ble to  the  share  and  policyholders  for  all  unsound  management,  and  to 
the  law  of  the  land,  for  any  malfeasance  or  breach  of  trust;  and  for 
insurance  associations  of  all  classes  (as  distinguished  from  trading 
companies  generally),  a  special  law,  that  they  should  file,  annually, 
such  accounts  as  shall  fully  exemplify  their  business  dealings,  and 
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financial  positions — such  accounts  as  any  twelve  men  practically  con- 
versant with  the  particular  branch  of  business  in  which  such  cl  ass  of 
company  was  engaged,  should  determine  were  sufficient  for  the  pur- 
pose in  view.    These  accounts  I  would  have  published  annually  in  a 
cheap  form  adapted  to  general  distribution — as  our  ordinary  parlia- 
mentary documents  are  published.     Regardin<]f  any  special  supervision, 
I  would  have  one  person  selected  by  the  vote  of  the  chief  officers  of  all 
the  insurance  offices,  say  once  in  three  or  five  years.     He  should  be 
paid  a  sufficient  salary;  and  his  duty  should  be  personally  to  investi- 
gate each  balance-sheet  filed — with  ample  powers  of  reference   to  the 
accounts  of  all  the  associations ;  and  to  each  balance  sheet  he  should 
affix  his  certificate  of  approval,  or  otherwise,  before  publication,  and  for 
publication.     Each  association  to  have  the  right  of  filing  any  reply  to 
the  ruling  of  this  inspector,  superintendent,  or  examiner — whatever 
he  might  be  called,  within  twenty-one  days  after  notice  thereof. 

The  consequences  which  would  flow  from  this  method  would  be  direct 
and  simple.  Everybody  would  see  both  sides  of  the  case  at  one  and  the 
same  time;  and  the  public  press,  and  the  insurance  press  especially, 
would  see  that  fair  play  was  had  by  all  parties.  One  injustice  I  would 
most  especially  avoid  in  the  publication  of  the  accounts:  and  that  is 
the  '*  alphabetical  arrangement,"  by  means  of  which  the  very  young 
and  the  very  old  offices  are  brought  into  most  unjust  contrast.  The 
arrangement  should  be  chronological — an  index  would  meet  all  alpha- 
betical requirements. 

Passing  to  the  continent  of  Europe  for  a  moment,  none  of  the  coun- 
tries there  appear  to  have  any  modern  code  for  the  regulation  of  insur- 
ance associations,  from  which  any  useful  lessons  can  be  drawn.  Some 
of  their  ancient  insurance  codes — in  many  cases  devised  centuries  ago, 
at  periods  which  we  have  been  taught  to  regard  as  the  dark  ages — are 
models  of  prudence  and  foresight,  viewed  in  regard  to  the  purposes 
for  which  they  were  specially  designed.  We  hear,  from  time  to  time, 
of  a  forthcoming  general  insurance  law  for  Germany;  also  for  Italy. 
"  From  our  English  point  of  view,  most  of  the  European  countries 
appear  to  suffer  from,  rather  than  to  be  benefitted  by  governmental 
supervision.  It  would  be  a  great  blessing  if  one  could  do  in  Europe, 
what  you  are  doing  in  the  United  States;  viz.,  organize  a  Convention 
for  the  purpose  of  harmonizing  the  regulations  for  insurance  associa- 
tions, and  making  them  in  the  end  uniform.  I  see  no  chance  of  this. 
The  laws  and  customs  of  these  old  countries  differ  even  more 
than  their  languages ;  and  political  jealousies  stand  in  the  way  of  many 
needed  modifications  of  international  polity. 

In  the  preceding  observations,  extending  to  a  length  which  I  had  no 
intention  of  being  guilty  of,  I  have  answered  several  other  of  the  ques- 
tions put;  viz.,  how  far  my  experience  justifies  governmental  super- 
vison?  and  how  far  the  inquisitorial  functions  should  extend.  If  1 
have  not  answered  these  more  directly,  it  has  been  because,  in  their 
very  nature,  tlie  questions  did  not  admit  of  more  direct  answer.    I 
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hsTe  deferred  to  the  last  anj  expression  of  views  as  to  jour  other  ques- 
tions— Tiz.,  ms  to  -what  I  think  of  jrour  application  of  the  sjBtem  of 
insurance  in  the  United  States?  and  how  our  best  minds  regard  the 
progress  and  condition  of  the  insurance  interest  in  America? 

Taking  up  your  last  question  first,  I  feel  obliged  to  admit  that  many 
of  our  greatest  insurance  authorities  here  do  not  appear  to  have  made 
themselves  very  familiar  with  the  leading  features  of  your  system. 
Nor  is  it  very  easy  to  do  so.  The  reports  of  some  of  your  insurance 
superintendents  reach  us,  and  are  read.  They  furnish  the  results 
obtained  in  certain  states.  It  is  not  their  province  to  do  more.  If  the 
reports  of  all  the  superintendents,  commissioners,  and  comptrollers  of 
all  the  states  came  to  hand,  we  could  never  read  them  at  all.  Knowing 
the  jealousy  which  exists  on  your  side  on  the  question  of  state  rights, 
I  had  ceased  to  hope  for  any  central  bureau  for  the  regulation  of  insur- 
ance interests.  Upon  the  National  Insurance  Convention,  therefore,  it 
must  fall  to  provide  such  summaries  of  the  business,  and  such  abstracts 
of  the  laws  of  the  several  states— until  you  succeed  in  making  them 
all  uniforai — ^as  will  enable  Europe  to  understand  alike  the  magnitude 
and  the  method  of  your  insurance  transactions.  You  have,  in  the 
United  States,  no  Institute  of  Actuaries,  as  we  have,  before  which  to 
ventilate  new  points  in  the  theory  and  practice  of  insurance.  You 
have  no  assurance  magazine  by  means  of  which  to  promulgate  the 
papers  submitted  for  discussion,  for  the  benefit  of  those  who  cannot 
personally  attend  the  meetings — and  to  gather  up  the  criticisms  which 
arise  upon  them.  But  I  look  to  your  National  Insurance  Convention, 
by  means  of  its  annual,  or  more  frequent,  reports,  to  accomplish  for 
jou  these  things.  Make  these  reports  known  in  Europe — they  will  be 
read  in  the  ratio  in  which  they  are  made  obtainable ;  and  we  shall 
understand  your  system.  I  even  hope  we  shall  copy  some  of  your 
improvements,  at  least  adapt  them  to  the  state  of  circumstances  on  this 
side.  You  have  learnedv,  from  us ;  and  I  have  seen  enough  of  your 
methods  to  know  that  we  may  learn  from  you. 

Several  years  since,  the  one  feeling  here  was  that  of  surprise  at 
the  ma^itude  of  your  life  insurance  transactions.    We  learn  from  your 
Insurance  newspapers— those  wonderful  instances  of  individual  enter- 
prise in  development  of  a  class-interest — that  the  high  ratio  of  new 
business  has  not  been  maintained.    The  causes  which  led  to  that  sudden 
development  were,  of  course,  much  less  generaPy  understood  on   this 
side  than  on  your  own.    I  know  that  many  of  your  insurance  men 
re^rded  them  as  exceptional.    I  observe,  however,  with  pleasure,  that 
the  average  life  business  of  the  last  two  years  is  still  far  beyond  that  of 
the  years  preceding  the  spurt  to  which  I  refer.  When  I  see  the  aggregate 
annual  new  life  insurances  effected  here  begin  to  increase,  I  shall  begin 
to  have  more  faith  in  our  recent  insurance  legislation.    I  do  not  know 
that  I  shall  ever  agree  with  any  measure  which  aims  at  extinguishing 
the  enterprise  of  new  offices.    The  new  offices  have  had  many  faults  to 
atone  for.    They  were — that  is,  their  founders  were — too  often  extrava- 
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srant,  and  even  reckless.  But  they  gave  rise  to  some  real  improvements, 
and  carried  the  blessings  of  insurance  into  grades  of  society  which  the 
older  offices  had  utterly  failed  to  reach.  If,  in  the  earlier  half  of  the 
present  century,  it  had  been  necessary  to  deposit  £20,000  prior  to,  or 
simultaneously  with,  the  founding  of  an 'association  for  the  insurance 
of  lives,  I  venture  to  think— and  I  speak  with  some  knowledge  of  the 
early  history  of  the  offices  I  am  about  to  name — that  we  might  not,  at  the 
present  moment,  have  been  blessed  with  a  London  Life  Association,  a 
Scottish  Widows'  Fund,  or  a  National  Provident  Institution  I  And  do 
you  think  that  a  deposit  of  £20,000,  to  be  repaid  when  the  premium  fund 
had  accumulated  to  £40,000,  would  have  prevented  the  collapse  of  the 
Albert  or  the  European,  each  with  its  hundreds  of  thousands  of  pounds 
of  annual  income? 

But  I  have  still  your  most  perplexing  interrogatory,  implied  rather 
than  expressed,  staring  me  in  the  face :  What  do  I  think  of  your  insur- 
ance system  as  a  whole?  You  cannot  charge  me  with  shirking,  in  the 
main,  your  questions,  or  the  considerations  which  grow  out  of  them. 
If  I  had  felt  for  a  moment  that  you  were  not  sincere  in  your  solicitation 
of  my  opinion,  or  that  I  must  exercise  any  mental  or  verbal  reservation, 
I  should  simply  have  thanked  you  for  the  courtesy  of  your  offer,  and 
declined  it.  I  can  only  answer  your  question  by  asserting  a  self-evident 
proposition,  viz  :  that  ike  result  has  for  the  prestnt  proved  the  system  a 
success.  If  I  had  not  had  an  opportunity  of  personally  knowing  the 
care  taken  in  the  selection  of  lives  by  your  leading  offices^-equal  to 
anything  practised  here  by  the  most  conservative  of  offices;  if  I  had 
not  known  these  things  beyond  the  reach  of  a  doubt,  I  might  have  been 
disposed  to  think  that  you  had  violated  an  old  English  proverb,  by 
''  making  more  haste  than  good  speed."  In  other  words,  I  should  have 
known  that  the  larger  number  of  badly-selected  lives  taken,  the  greater 
would  be  your  final  disaster;  and  that  the  magnitude  of  your  funds 
would  only  be  equalled  by  the  magnitude  of  the  distress  consequent 
upon  your  final  collapse.  The  knowledge  I  have  acquired  gives  me 
faith.  I  hear  the  subject  of  your  high  commissions  for  new  business, 
and,Jndeed,  the  high  ratio  of  your  general  expenses  upon  the  new 
premiums  resulting,  not  unfrequently  discussed.  They  are  indeed  dis- 
cussed freely  in  the  newspapers  on  your  side  as  well  as  here.  But  I 
know  that  the  **  brokerage  "  system  of  agency-commission  makes  your 
early  expenses  appear  unduly  heavy,  while  you  expect  an  ample 
compensation  in  the  fact  of  the  policies  being  free  from  all  renewal 
commissions.  And  I  feel  that  your  actuaries — than  whom  the  world 
has  produced  none  more  able — are  fully  capable  of  weighing  well  these 
things.  If  they  err  in  any  of  these  respects,  they  err  in  the  light  of  full 
knowledge,  and  will  not  have  even  the  shadow  of  an  excuse  to  plead  in 
condonation  hereafter.  And  I  have  a  yet  greater  faith  in  you  as  a 
people,  namely:  that  whenever  the  system  you  are  pursuing  shows 
itself  no  longer  adapted  to  your  requirements,  you  will  reconsider  it; 
modify  it;  or  for  ever  abandon  it. 
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If  I  may  express  a  wish  outside  the  immediate  scope  of  jour  com- 

manication  it  is  this :    that  the  insurance  men  of  the  two  countries 

should  fraternize  whenever  opportunity  maj  offer.     We  are  of  one 

blood  and  of  one  language.    In  the  matter  of  life  insurance,  at  least, 

w« — the  United  States  and  Great  Britain — are  in  advance  of  all  other 

nations.      Your   high    insurance  officials,   presidents,   actuaries,    and 

secretaries  are  addicted  to  visiting  the  *^oId  world."    Take  us  on  the 

waj  of  jour  pilgrimage.    We  will  give  jou  a  heartj  welcome.     We  will 

exchange  views  and  opinions  freelj.    We  will  learn  from  jou,  and  jet, 

I  hope,  impart  to  jou  of  our  store  of  knowledge.    Just  as  we  become 

personallj  known,  will  the  measure  of  our  trust  in  each  other  increase. 

I  can  saj,  of  experience,  that  those  of  us  who  visit  jour  side  will  meet 

with  a  most  gratifjing  reception. 

I  praj  JOU  excuse  these  rough  notes,  written  as  thej  are  while  I  am 
surrounded  with  proof-sheets,  and  tormented  with  printers'  devils  I 
If  I  attempt  to  rewrite  them  I  shall  disobej  jour  injunctions,  and  miss 
the  return  mail.    With  best  remembrances  to  jour  president, 

Believe  me.  Yours  most  trulj, 

Cornelius  Walford. 

Reference  has  been  made  to  the  organization  of  the  Joint 
Statistical  Commission,  to  prepare  a  new  United  States  Mortal- 
itj  Table.  On  the  2 2d  of  April,  the  following  circular  was 
issued  from  this  office,  to  the  gentlemen  designated  bj  the  Con- 
rention  as  members  of  the  proposed  Commission : 

Dear  Sir  :  On  the  fifth  daj  (October  23,  1S71)  of  the  adjourned 
session  of  the  National  Insurance  Convention  of  the  United  States, 
held  in  this  citj,  the  Hon.  Julius  L.  Clarke,  Insurance  Commissioner 
of  Massachusetts,  remarked  that  the  American  Experience  Table,  being 
confined  to  the  experience  of  a  single  companj,  and  for  a  limited  num- 
ber of  jears,  was  bj  manj  looked  upon  as  a  hjpothetical  computation. 
He  thought  that  the  time  had  arrived  when  a  more  exact  table  should 
be  constructed — a  table  embodjing  the  experiences  of  various  com- 
panies. A  great  change  has  taken  place  in  the  rate  of  mortalitj  within 
late  jears,  and,  in  order  to  reach  an  accurate  estimate,  it  is  necessarj  to 
combine  the  various  experiences  of  all  old-established  companies.  He 
therefore  offered  the  following  preamble  and  resolution  : 

Wkereaff  The  collection  and  combination  of  the  actual  experiences  of 
American  life  insurance  companies,  as  illustrating  and  establishing  the 
law  of  mortalitj  amongst  insured  lives  within  their  own  field  of  opera- 
tions, has  now  become  eminentlj  desirable  and  important;  therefore, 

Resolved,  That  this  Convention  appoint  a  committee  to  report  the 
names  of  state  insurance  officials,  and  actuaries  and  managers  of  life 
insurance  companies,  who  shall  constitute  a  joint  Special  Commission 
to  assist  in  the  collection  of  the  required  data,  and  to  compile  therefrom 
ao  extended  and  complete  American  experience  table  of  mortalitj. 

After  debate,  the  committee  was  appointed,  and  comprised  Messrs. 
Clarke,  Massachusetts;  Kelsej,  Newjersej;  Caldwell,  Indiana;  Fack- 
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ler,  Tennessee;  and  Finch,  North  Carolina.  On  the  following  day, 
Mr.  Kelsey,  from  the  Committee,  reported  the  following  gentlemen  to 
compose  the  Joint  Statistical  Commission  to  construct  the  new  United 
States  Mortality  Table : 

Insurance  Officials:  Insurance  Commissioner  of  Massachusetts; 
Superintendent  of  Insurance  of  New  York;  Superintendent  of  Insur- 
ance of  Missouri ;  Insurance  Commissioner  of  New  Hampshire ; 
Insurance  Commissioner  of  Kentucky. 

Actuaries :  Elizur  Wright,  Massachusetts ;  Sheppard  Homans,  New^ 
York ;  D.  Parks  Facklcr,  New  York ;  £dwin  W,  Bryant,  for  Connecti- 
cut; William  E.  Harvey,  for  Illinois. 

Managers  of  Life  Companies :  President  Mutual  Life  insurance 
company.  New  York ;  President  New  England  Mutual  Life  insurance 
company,  Massachusetts;  President  Mutual  Benefit  Life  insurance 
company,  New  Jersey;  President  Connecticut  Mutual  Life  insurance 
company,  Connecticut;  President  Penn  Mutual  Life  insurance  com- 
pany, Pennsylvania;  President  Northwestern  Mutual  Life  insurance 
company,  Wisconsin;  President  National  Life  insurance  company,  of 
the  United  States. 

I  have  now  the  honor  to  request,  on  behalf  of  the  National  Insurance 
Convention,  that  you  will  accept  the  appointment,  and  notify  me  of  the 
fact  at  your  earliest  convenience.  This  great  and  historical  work  will, 
of  necessity,  require  several  years  for  its  accomplishment;  but  the  labor 
will  principally  devolve  upon  the  sub-committee  of  actuaries,  and  the 
clerical  force  by  them  employed.  Upon  my  receiving  notice  of  the 
acceptances  of  all  the  appointees,  I  will  request  the  mover  of  the  reso- 
lution, Mr.  Clarke,  to  either  call  a  meeting  or  devise  other  means  for 
consultation.  He  has  recently  informed  me  that  he  expects  **  to  be  able 
to  devote  sufficient  time  to  this  service,  during  the  present  year,  to  get 
the  matter  fairly  under  way." 

I  hardly  think  it  will  be  necessary  for  me  to  present  any  arguments  to 
influence  your  mind  to  accept  this  honorable  appointment,  and  give  the 
matter  your  earnest  and  constant  support.  It  is  so  vital  in  importance 
to  every  American  life  insurance  company,  that^  now  that  a  new^ 
mortality  table  can,  for  the  first  time,  be  constructed  under  govern- 
mental supervision,  and  with  strict  impartiality  record  the  experience 
of  every  company  throughout  the  United  States,  the  movement  must  be 
appreciated  and  supported. 

You  will  confer  a  favor  by  acknowledging  the  receipt  of  this  letter  by 
the  return  mail,  so  that  I  may  announce  the  organization  of  the  Joint 
Special  Commission  in  the  official  report  of  the  October  session,  which 
is  just  ready  to  issue  from  the  press. 

The  responses,  thus  far  received,  have  been  very  satisfactory, 
all  of  the  insurance  officials  and  actuaries,  and  the  Presidents  of 
the  Mutual  Life,  Connecticut  Mutual,  and  National  Life  insur- 
ance companies  having  notified  me  of  their  acceptance  of  the 
appointment,  and  desire  to  co-operate  in  the  work.    Mr.  Clarke 
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informs  me  that  he  will  do  nothing  more  at  present  than  take 
the  pxeiiminary  steps.  Meanwhile,  the  Convention  meets  on 
the  third  Monday  of  October,  proximo,  when  vacancies  can  be 
filled,  and  all  minor  details  arranged. 

The  two  sessions  that  the  Convention  has  already  held  were, 
it  must  be  understood,  of  a  preliminary  nature,  and  it  was 
hejond  the  province  of  its  officers  to  prescribe  conditions  of 
membership.  Beyond  calling  the  attention  of  the  appointing 
power  in  the  several  states  to  the  desirability  of  sending  no  one 
as  a  delegate  ^^ho  was  interested  in  any  individual  company, 
they  could  do  nothing.  Appointments  had,  however,  been 
tlready  made,  in  two  or  three  instances,  before  receipt  by  the 
governors  of  states  of  the  secretary's  circular  letter  of  August 
last,  and,  consequently,  several  gentlemen  interested  in  private 
corporations  presented  their  credentials,  and  were  admitted. 
While  nothing  whatever  occurred  during  the  session  to  reflect, 
in  any  degree,  upon  the  impartiality  of  these  delegates,  and 
while  the  most  cordial  personal  relations  were  established  with 
them,  the  Convention,  in  framing  the  Constitution  for  the  per- 
manent organization,  wisely  decided  that  membership  should 
hereafter  be  strictly  confined  to  state  officers,  or  persons  wholly 
disconnected  with  any  private  company.  As  a  matter  of  inter- 
est, especially  to  the  trans- Atlantic  readers  of  this  volume,  I 
print  the  commission  of  the  delegate  from  Nevada  (the  Gov- 
ernor's private  secretary),  who  travelled  more  than  five  thousand 
miles  to  attend  the  October  session.     It  reads  as  follows : 

Stats  of  Nevada,  > 

Executive  Department,  5 

Carson  City,  October  6,  187 1. 
To  whom  it  may  concern  s 

Know  je,  that  I,  L.  R.  Bradley,  governor  of  the  state  of  Nevada,  do 

hereby  appoint  C.  H.  Belknap  the  delegate  of  the  state  of  Nevada  to 

the  National  Insurance  Convention,  to  be  holden  in  the  city  of  New 

York  on  or  about  the  eighteenth  day  of  October,    instant;    and  do 

hereby  formally  authorize  and  empower  him  to  act  as  such  delegate. 

In  testimony  whereof,  I  have  hereunto  set  my 
The  great  seal         hand,  and  caused  to  be  affixed  the  great  seal  of 
of  the  the  state  of  Nevada.     Done  at  Carson  City  the 

State^of  Nevada.      6th  day  of  October,  A.  D.  1871. 

L.  R.  Bradley, 

Governor  of  the  State  of  Nevada. 

Attctt, 

J*  D.  Minor*  Secretary  of  State. 
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And,  now,  nothing  remains  but  for  me  to  ask  of  all  persons 
interested  in  insurance,  a  careful  attention  to  the  subject  of  this 
Convention  and  its  work.  The  task  was  a  difficult  one,  but  still 
its  progress  towards  completion  shows  that  it  was  practicable  ; 
and  there  seems  to  be  no  possibility  of  a  failure,  unless  the 
leading  companies  of  the  United  States  should  withdraw  their 
countenance  and  support  at  this  critical  juncture.  The  troubles 
that  have  beset  the  insurance  business  have  resulted  from  local 
causes,  to  which  I  have  already  sufficiently  adverted.  The 
association  of  the  superintending  state  insurance  officers  into  a 
congress  where  mutual  enlightenment,  mutual  aid,  and  mutual 
reciprocity  prevail,  and  at  whose  bar  every  branch  of  the  trade 
can  be  sure  to  have  the  opportunity  to  recite  its  grievances,  and 
demand  its  remedy,  is  an  event  of  more  importance  than  any 
other  that  has  occurred  since  the  first  day  on  which  the  pioneer 
American  underwriting  company  wrote  its  first  policy.  In  the 
language  of  the  admirable  insurance  commissioner  of  Nevir 
Hampshire  (report  of  June  1S72  to  the  governor,  and  senate 
and  house  of  representatives)  : 

**It  is  believed  that  this  annual  conference  will  result  in  greatlj  har- 
nionizing  conflicting  insurance  laws,  promoting  friendly  inter-state 
relations  and  a  more  intelligent  state  supervision,  and  in  securing  to 
the  public  reliable  insurance." 

Where,  before,  all  was  disorganization,  we  now  have  the 
promise  of  discipline ;  where  all  was  chaos,  we  now  see  order 
and  system ;  the  rights  of  all  are  likely  to  be  protected  and  the 
interest  of  none  betrayed ;  or,  as  the  respected  commissioner  of 
Maine  observes  (in  his  fourth  annual  report  to  the  legislature)  : 

'*  Instead  of  thirty  separate  department,  like  so  many  separate  detach- 
ments under  different  leaders  in  battle  fighting  an  otganized  foe,  there 
is  now  as  it  were  one,  composed  of  so  many  different  members  all 
acting  in  unison  for  a  common  end,  with  common  weapons.  The  very 
intimacj  thus  formed  between  the  different  members  of  the  corps  is 
itself  a  great  gain,  each  being  as  it  were  now  enlisted  in  the  general 
cause,  and  not  solely  for  his  own  partial  jurisdiction." 

If  the  past  is  full  of  trouble,  the  future  is  full  off  promise.  We 
now  know  that  most  of  the  causes  of  complaint  were  due  to 
ignorance,  local  prejudice,  and  want  of  common  mutual  under- 
standing.    And   so   we   euter   upon   the   second  year  of  tlie 
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National  Insurance  Convention  of  the  United  States,  with  the 
most  cheering  assurance  of  the  ultimate  accomplishment  of  its 
catholic  and  statesmanlike  design. 

H.  S.  O. 

Nsw  York,  yumm,   1872. 


ERRATUM. 


On  page  20,  in  the  fourth  line  from  the    top,  the  words 
**  insurance  companieB*  should  read  insurance  commissioner.'* 


LIFE  COMPANIES. 

Tabular  Digest  of  the  laws  of  the  different  States  respecting  the  business  of  Life  Insurasac* 
Insurance  Convention. 


Statk. 


I      State  Official  in 
'charge  of  Insurance. 


Alabama 


Arkansas. 


Califomia 


^'^     Colorado 


r 


^ 


Connecticut 


Z>ist.  of  Columbia. . . 

Delaware 

Florida 


Georgia 


Comptroller  of  State. 


Coro'sioner  of  Public 
Works,  exofficio  In* 
spector  of  Insurance. 


Insurance  Commis'er. 


None  given. 


Insurance  Commis'er. 


None  given 

Secretary  of  State. 
None  given 


llUnois. 


Comptroller  GenM  of 
the  Sute. 


Superintendent  of  the 
Ins.  Department. 


Indiana 


Iowa 


Tax  on  Receipts. 


License  Fees. 


State  3  per  cent.  County($io  to  $15  each  Agren  t. 


and  City  ^  to  3  per  ct 


Ann'I  return  in  May  of 
amounts  of  receipts  to 
be  made  to  Clerk  of 
Co.,  and  taxed  as  per 
sonal  property. 


State,  I  per  cent. 
\ 


State,  I  percent,  County, 
about  I  per  cent. 


3  per  cent . 


I  per  cent /. 

3^  per  cent 


State,  I  per  cent,  City 
licenso,$io,  City  taxes 
&  County  taxes,  q'rly. 


None 


Auditor  of  State. 


Auditor  of  State 


Kansas 


Kentucky , 


Tax  on  seal  an  d  c«;  r- 
tificate,  $5  to  $7.50.. 


State  and  City  About 
$35  to  $30,  q'rterly. 


$50  anniudly , 


$10 > 

Each  Agt  $3$,  ann'ly. 


Each  Agt, $10 yearly » 
City  $35  and  $40. 


$3  50  each  Agent 


$5  each  Agent . 


None 


None 


Superintendent  of  In< 
surance. 


Insurance  Commishu 


State  3  per  cent. 


State,  a>^  percent... 


$3    for    each   Agent 
(semi-annually). 


$5  for  each  Ag«nt. 


$3  for  each  Agent 
School  fund,  ann'iy, 
$5.  State,  $50. 


$10  for  each  Agent, 
annually,  City  oi 
Louisville,  $300. 
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Compiled  for  this  volume  by  Hbnry  S.  Olcott,  Secretary  of  the   NaUonal 


Filing  Pipers. 


Jwlfe  of  Prob. 
Coaits.  #5; 
Sttteok^  $50l 


Statements  and  other 
Papers  required. 


Each  paper  $5, 
Copy  Bonds 
$a  9D»  State> 
ment  $ao. 

Names  of  Ag^ 
10  be  filed  with 
Comp^Cl'ka. 

$10  for  Certifi 
cste,  CopT  of 
RqMrt  o{  $5 


Each  Coun^  filtofr  #5, 
Copying  |a  and  $1, 
Staa'ment  annually 
in  July. 

Power  of  Attorney, 
Statement  and  other 
Papers,  Certificate 
of  valae  of  Bonds 
and  Mortgages. 


Miscellaneous. 


Deposit. 


Legislation. 


Valuation. 


Not     less^Reciprocal. 
than       I 
$10,000. 


Statement  annually  to 
Dec  31,  Power  of 
Attorney  and  Certlf. 
of  Valoadon. 


$30,0CX>, 


.{Reciprocal. 


3  cents   per 
$i,coo. 


Reciprocal. 


let  for  each 

$1,000. 


Charter.       $30, 
Statemt  $ao. 


Charter        $30. 
Stitemt   $10, 
each     Certifi 
cate  $a,  fixing 

il  $1. 


Statement^  Charter  A 
Certlf.,  if  DO  change 
Certif.  of  Dcpo»it. 

Stat'mt.  List  ot  AsHs, 
Scheoule  of  Mort- 
gage, Mass.  Certif. 
of  val  uation,  Certi  f. 
of  Deposit,  LiPt  of 
Policies  not  in  furce. 


Annu'l  Stat'mU 
to  be  publish- 
ed  in  a  daily 

E timers,  one  in 
hicago  and 
one  in  Spring- 
field, I  month. 


Statement      $<, 
semi-annually 


Each  annual 
Statement,  in- 
dodingist  ap- 
plication, $5, 
each  certificate 
$1.  raluation, 
5  cts.  onevety 
$i>ooo. 

Statement    $501. 


StsCement  $10, 
certificate  ot 
Deposit  $10. 
Certificate  of 
valuation  $10. 


Statement  8emi«annu-|. 
ally.  Copies   to  be; 
filed  in  each  County 
by  each  Agent.         ' 

Statement,  Certificate 
of  Valuation,  Appt 
of  Agents.  Ccrtf. 
Valuation  of  Bonds 
and  Mortgages, 
Certificate  of  De- 
posit. 


Statement,  Copy  of 
Certif.  Valu.,  Appt. 
of  Agents,  Power  of 
Atty.,  Certificate  of 
Deposit. 

Desc^pti  ve  list  of  Pol  i- 
des,  N.  Y  Valua'n 
of  do.,  Certificate  of 
Deposit,  Certificate 
Val.  Bonds  and 
Mortgages,  Power 
of  Attorney. 


In  organizing 
Company  in* 
tention  must 
be  published 
in  newspaper 
of  Coun^  for 
six  weeka. 


Sute 
Bonds 
$30,000 


I 


Not     lessjReciprocal. 
than 
$10,000.1 


(Reciprocal. 


Reciprocal. 


Forbids  re 
moval     to 
U.  States 
Courts, 
Redpro 
cal. 


3    cent    per 
$1,000. 
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Statb. 


Louisiana 


Maine 


State  Official  in 
charg;e  of  Inburance. 


Secretary  of  State. . . . 


Insurance  Commiss'r 


Taxes  on  Receipts. 


Licence  Ir  ees. 


State,  I  percent. 


None 


Maryland 


NOTK.— The  Recip- 
Massachusetts 


Michigan. 


Minnesota.. 


Mississippi. 


Missouri. 


Nebraska 


Nevada., 


New  Hampshire. 


Insurance     Commis- 
sioner. 


rocal  General  Act  oflthe    National    Conven* 

Insurance  Commtssh- 1  per  cent  per  $i,ooo  of 

Policies  for  Valuation. 


Commissioner  of  In< 
surance. 


Insurance  ComVr.. . . 


Auditor     of      Public 
A&x>unts. 


Superintendent  of  the 
Insurance  Dept. 


Auditor  of  State. 


New  Jersey. 


Comptroller  of  State.. 


Insurance  Commissar 


Secretary  of  State. 


iM    pci*   cent  on  gross 
premiums. 


"Speific"   Tax,  3   per 
cent,  City  Taxes. 


Reciprocal  General  In- 


Privileire    Tax    $1,000 
annually. 


None 


Gross  Receipts  *  taxed 
at  same  rate  as  other 
property. 


State,  I  per  cent 


$ifO0O  Annually,  Oityr 
of  New  Oriean^-, 
each  Company  ^sorj 
annually. 

License  $ao,  remova- 
ble yearly  July  i. 
Agents'  Licenfic  $  1 , 
removable  yearly  . 


$300,  which  is  inclu- 
ded in  the  tax  of  i  X 
per  cent. 


tion     was,      in     sul>- 


surance  Act  of  the  Na- 


Each  Agent  fa.^o. 
State  $100,  City 
$150,  County  $50, 
TraTelling  Agent. 
$1,000. 

St.  Louis  $J00,  Co. 
$30,  City  Permits, 
each  $6,  $30  each 
County 


$a  eacn  A^^t 


State,  1  per  cent. 


State,  3  per  cent. 


Each      Agent      $»s* 
quarterly. 


State  License,  $5  an- 
nually; Fee  for 
License,  $1. 

Annually  $50. 
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I  I  I 

Fifing  PsM*"-  ^'pl"^^'*r4utred!'"l  Miscellaneous.  ,  Deposit.  •Legislation 


Statementt  etc. 


Statement,  Flower 
Attorney. 


of 


Cftar.,  $^,  Cer-  Statement. . . . 
bf.,  A  CertPd 
copy,  ca.  $a,! 
copies  of  par 
■en,  aoctspr.i 
ib^  Seal,  ii. 
Val.  pol.,  $jo 
per  mUIion.     ' 

passed  April  6, 1873. 


$jo.  Statement,  Power 
Staitem'nt  $ao, .     Attorney . 
loaUy. 


Business  in  Michig'n, 
Power  of  Attorney, 
Certil  of  Deposit, 
Certif.  of  Valuation, 
Schl.,etc. 


Convea-  tion,  passed,  in  sub* 


Statement,  etc.,  Power 
of  Attorney. 


Itilfineut    ^5^^- 
Certificate    of 
Aotfaority, 
State,  $2j  fil 
iasdertif.#io 


Ccitificate$5... 


Certificate  $5.. 


Statement,  Valuation 
Bonds  and  Mort- 
ga^  Certificate  of 
Deposit,  Certificate 
Valuation  Polieies, 
N.Y. 

Copy  of  Statement  and 
Certificate,  Power  of 
Attorney. 


Power  of  Attorney, 
Certif.  of  Affency, 
Copy  of  Bond. 

Certified  copy  of  Char* 
iter  and  Statement, 
Power  of  Attorney. 


ftMement  ^    $K,  Statement,  etc. 
"      ~     ^eacn, 


Certif.  of  ( 
Afentfs. 


I 


None 


Annual  State- 
ment to  be 
published  3 
weeks  sue-' 
ceeding  in  a 
daily  or  w'kly 
paper. 

Coram iss'n'r   to 
publish    each 
June  in  s  Bal-| 
timore  papers 
listof  Ag'ts. 


Valuation. 


stance,  Feb.  sg, 


187a. 


Advertising'    in  $ao,ooo. 
each     County 
faotofjo. 


Copy  of  State 
ment  and  Cer- 
tificate to  be 
published  one 
week  in  daily 
and  4  weeks 
in  weekly 
newspaper  — 
if  no  daily, 
weekly  will 
suffice. 


Reciprocal. 


Reciprocal. 


I    cent    per 


Reciprocal. 


50  per  ct. 
of^prem.l 
received; 
until     it 
amounts 

to$40|Ooo 


.;  Reciprocal. 


Reciprocal. 


I  cent  per 

^1,000.... 
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Statb. 


Stale  Official  in 
charg^e  of  Insurance. 


Taxes  on  Receipts. 


New  York 


Superintendent  of  the  None 
insurance  Dept. 


North  Carolina. 


Ohio 


Oregon. 


Pennsylvania.. 


Rhode  Island 


South  Carolina 


Tennessee. 


Texas. 


Vermont 


Virginia 


West  Virginia 


{None  designated  in 
General  Statutes  of 
United  Siates. 


Auditor  of  State. 


State  I  per  cent  on  gross 
reoeipts  and  liabiliiy 
to  County  Taxation 
besides. 


State,  a  per  cent. 


None  designated  m 
General  Statutes  ot 
United  SUtes. 


Auditor  General , 


State    Auditor,     sole 
Ins.  Commissioner. 


Comp't  GenM  of  State 


Secretary  of  State, 
Compt'ler  of  Treas- 
ury, and  Treasurer 
Board  Ins.  Com* 
missioners. 


None  designated , 


Bond  Ins.  Com'rs  con- 
sisting of  the  Sec.  A 
Treas.  of  the  State. 

Auditor  of  Pub.  Ac*ts 
of  the  State. 


Auditor  of  State. 


Tax  on  Deposit. 


State *3  percent. 


State,  2  per  cent. 


None 


li  per  cent 


State,  $500  Annually. 


State,  a  per  cent. 


State,  a  per  cent. 


License  Fees. 


Annually  $100.  NT* 
County  Tax  upoa 
Agents  for  Lficenne. 


$30  first  License,  eac^ 
Agent  $5. 


Each  Company  aniii 
ally  $100,  gold. 


Annually,  $500 


Each  Agent,  $5. 


Chur.ebton  $100,  eack 
Agent,  ts. 


$750    annually. 
Agent,  $5. 


$a  Annually. 


Each    Agency,    $95* 
City  or  Town,  $35. 
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Piiin^ 


j  Statements  aod  other 
'      Papers  required. 


ClMiter       $3P, 
Statemt   fao, 

aai^sad  fi. 


Statement,  Certificate 
of  Autiiority,  etc. 


■Statement,  Agent's 
I  Commission  and 
I    License. 


Annual  Statemtj  Statement,  Certificate 
fjo,  Ceitif.  of]    &  Deposit.    Power 
aathox^,  each|    of  Attorney. 
$5,      affixing' 
tal  $1... 


Certificate       o 
Deposit  $io. 


J 


Recording  Certificate 
of  Deposit  and  isso- 
ing  such  Certificate 
$35,  issuing  license 
^10,  Power  of  Atty. 
in  each  County . 


•Statement,  Power 
Attorney,  Bond. 


Miscellaneous.  {  Deposit. 


Copy  of  Power  of 
Atfy,  Charter  and 
Statement. 

Statement,       license, 
I    Ac,  powerof  Att'y. 


oflThree  times  a 
week  for  three 
weeks  in  city 
or  Co.  where 
located. 

Statement  for  3 
weeks  in  Co. 
where  located 


Statement  $50..  I  Statement,  etc.,  of  In- 
j  come  and  expend!- 
I  tures  in  Tennessee, 
■     Power  of  Attorney. 


Certified     copies     of 
receipt. 

Power  of  Atty ,  copy  of 
Charter  ft  Statement. 


Power  of  Attorney  A 
License. 


None 


$100,000 
from 
foreign 
compa* 
nies. 


$$0,000  in 
Bonds. 


$50,000 
Sute 
Bonds. 


Statement,  Power  of 
Attorney,  etc. 


Not      ex. 

ceeding 

nor  less 
than 
$10^000, 
in  State 
or  U.  S. 
Bonds. 

$35,00   in 
Sute  or 
U.  S. 
Bonds. 


legislation 


Reciprocal. 


Valuation. 


Reciprocal. 


Reciprocal. 


Reciprocal. 
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Statb. 


WUoonsin. 


Wyoming'  Territory. 


SUte  Official  in 
charge  of  Insurance. 


Secretanr  of  State  and 
ex-Omcio  Commis- 
missioner  of  Insur- 
ance. 


None  designated..... 


Taxes  on  Receipts. 


State,  $300  in   lieu   of 
Taxes. 


Bach  County,  all  sorts, 
1-5  per  cent  to  i  i>5 
percent. 


License  Pees. 


(a)  Bond  of  $1000  required. 

(k)  $ao  annually  for  each  Agent  may  be  paid,  in  lieu  of  tax,  by  any  Company  whose  State 
does  not  require  more. 

(c)  Tax  may  be  reduced  to  one-half  of  one  per  cent,  if  Company  holds  bonds  of  State,  or. 
has  loaned  on  bond  and  mortgaj^  an  amount  equal  to  one-half  of  the  gross  receipts. 

(</)  State  Treasurer  for  keeping  such  deposits,  and  returning  to  depositor  coupons  on  all 
bonds  deposited,  one^eighth  of  i  per  cent  per  annum  on  all  amounts  so  deposited. 


LIFE  COMPANIS.— TABULAR  DIGEST. 


FUio^  Pmpen. 

Stateaicnts  and  other 
Papers  required. 

Miscellaneous. 

Deposit. 

Legislation 

Valuation^ 

Statement    $»C, 
Agfs   CcrbT. 

•alfi. 

Statement,  etc.,  List 
of  Agents,  Power  of 
Attomey.Certiflcate 
of       acknowledge- 
ment. Certificate  of 

Reciprocal . 

1    cent    per 

$1,000. 

(/)  Bond  of  $5,000  required  from  Agent. 
(/)  Bond  in  $1^000  required  from  Agent. 
Bmid  of  not  less  than  $ivooo  nor  more  than  $5,000  required. 

(jf)  0>unt7  conns  of  the  several  counties  shall  have  power  of  levying  taxes  equal  to  one- 
hm  of  the  amounts  herein  ieviad* 


FIRE  COMPANIES.— TABULAR  DIGEST. 


/ 


Statb. 

A  mount  of  Deposit 
required. 

State  Taxes. 

State 
License. 

County 
License 
or  Tax, 

»^  0 

FUinfir  State- 
ment. 

Alabama 

1  per  cent  on 
gross     pre- 
miums less 
expenditure 

Same    as    on 
otlicr      per- 
sonal     pro- 
perty. 

a  per  ct.  &  2$ 

cent   stamp 
tax  on  each 
$i,ooo. 

I      per      cent 
Tcr.  tax. 

$10 ... 

*Antt'i 

$aO|O0O  State  Bonds 

California 

$400,  B'nd  of 
$a,ooorcq'd 
from    each 
Agt  as  se- 
curity    for 
payment  of 
taxes. 

St'te- 

ment 

.req'd 

•  •0... 

Colorado 

Connecticut 

•10... 

Delaware 

jftlOO. 

$aseach  Agt 

Dakota 

Florida 

$  joyooo  state  Bonds 

*io 

Not    ex- 

• • 

Geor^a 

I  oer  cent. ... 

ceeding 
5oprct. 
of  amt 
lev'd  by 
SUte. 

|io . . . 

SsS'm- 
ann'ly 

$ao... 

•40  — 

1 

Illinois 

Same  as  other 
pcrs'n'l  pro- 
perty. 

Same  as 
Sute. 

spr.  ct 

Indiana.. 

Iowa 

2^  oer  cent.. 

Kansas 

a  per  cent  and 
$50  each  y'r 
fortheannM 
school  fund. 

%xi  Der  cent. . 

Kentucky* 

1 

- 
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i 

to 
6 

1 

u 

C    V 

1  ;>u 

Agent's 
Cartificmte. 

Affixing:  Seal. 

1 

Powt-r   of 

Att»y 
required. 

City  or  Town 
License  or  Tax. 

1 

1 

$£ 

1 

Bach  Agrt. 
Bach  Ag*t. 
Bach  Agt. 

City  of  Mobile.  1 
IJcense  $500, 
Fire    Depart- 
ment, 9xx>. 

Montg'ry     Fire 
Dept,  $aoo. 

t 

T3  -••••....•••• 

t 

•Day     pre- 
c'dine  the 
ist  Tuea- 
day    in 
May  each 
year. 

*< 

1 

f 
1 

1 

V 

I 

1 

V3  .••»•....   .... 

1 

1 
1 

Aa 

'One 

•  ••••••• , 1 

1 

1 

Reciprocal 
Legialat'n 

■ 

None 

•a,... 

None ...... 

SaTannah,$aoo. 
Aug^'8ta,$ioo, 
Atlanta,  $35. 

1 

Reciprocal 
Legislat'n 

Reciprocal 
Legislat'n 

1 

*j 

1 

1 

$i  Senat-annMy. 
*«      

1 

1 

'Rarh   A«r»t- 

1 

1 
1 

l9t   . 

» 

OnceatCap- 
ital      and 
once  else- 
where. 

Once  a  week 
lor  4  weeks 
in     cotffity 
newspaper 
where    Co. 
is. 

Once  a  week 

for  4  weeks 
in     county 
new  •'paper 
where    Co. 
is  located. 

9*  ••••■••• 

p 

•» 

1 
*< 

il 

' 

Reciprocal 
Legislat'n 

Filing  copy 
of  Charter, 
$10. 

I«> 

Iftin 

$x  ... 

Bach  Ag*t. 

Louisville.  ^150 

I 

.•5 

1 

1 

< 

1 

1 
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State. 


Ix>uisiana. 


Maine 


Amount  of  Deposit 
required. 


Maryland The  National   Con- 


Massachu'tts  (a), 


Michigan. 


Minnesota  > 


Mississippi  {b), . 


Wisconsin  (c). 


Nebraska.. 


Nevada  (cf). 


New  Hampshire 

New  Jersey 

New  York 

North  Carolina.. 
Ohio 


$50,000  cash. 


$50,000  State  Bonds 


State  Taxes. 


I  per  cent  on 
premiums  A 

$S00' 


vention's  Gen 


a  per  cent. 


3  per  cent. 


a  per  cent  in 
lieu  of  all 
State  Taxes. 


$1,000 


State 
Ucense. 


County 
License 
or  Tax. 


$1,000. 


$ao,     renew- 
able yearly, 


eral    Statute 


1  per  cent. 
3  per  cent. 

2  per  cent. 
I  per  cent. 


$5  annually. 
$50  ann'ally. 


$100  an'ally. 


in      sub> 


stance 


3  per  cent 


1  per  ct. 


L 


Oi 

;s 

b«« 

c 

e 

^^ 

(!• 

Ann'al 
State' 
ntent 
r«q*d. 


AnhU 

Static 


•5. 


AnnU 
Stal»- 
meal 
req»dL 


$50.... 


Scm  i« 
auu'al 
state- 
ment 
req'd. 


9S  • »  *  •  • 
95*'  ••• 
$30.... 


$ao,  * 

forea. 
an'ual 
state- 
meat 
$3Q. 
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■ 

c 

X 

1 

c  8 

8S 

Agent's 
Certificate. 

CO 

c 
< 

Power  of 
!       Att'y 
required. 

1 

1 

1^ 

City  or  Town 
License  or  Tax. 

One  month, 
twice    a 
week. 

Three  w'ks 
successive- 
ly in  coun- 
ty     where 
Company 
is  located. 

N.  Orleans  $500 

ftr 

Each  Ag't. 

i 

^-  --•-"• -.-.-. 

1 

1 

1 

1 

1 

! 

Aa         

Each   Gen'l 

Reciprocal 
Legislat'n 

1 
1 

AgirnC. 
One    .... 

Ag'ls  certi- 
iivate    four 
times. 

i  successive 
weeks,    or 
in  St.  Paul 
daily     one 
week 

Each  Ag'cy 
ioriweeks 
in    County 
where  Co. 
is  located. 

Once  a  week 

ior  4  weeks 
at  St.  Louis 

Each  Agent 
once  in   a 
daily    and 
4  times  in  a 
weekly. 

Detroit  a  pr.  ct.. 

1 

1 

Each  Agent 

1 

1 

t 

•  ■•■•■      ■              «aA 



t9.5<»toAadit'r. 
$1.50  to  Clerk 
Chancy  Court 

1 

At 

St.  Louis,  $100 
License,    and 
3  per  cent  on 
premiums. 

1 

1 

L        '__ 

Each  Agent 

Each  Agent 
Each  Agent 

« 
1 

T- - - 

A  q*t'lT  license 
tax  o*f  fac  re- 
quired    from 
each  Agent. 

,                                        1 

1 

1 

»r 1 

I3i 

ws 

lilr      - 

Ai 

■^'j 

91.. . . 

|x...  JiC 

$3.  or  commute 
lor  $aso. 

ft  I      ..  S«rvir«i      nn 

Onctfi  year. 

Reciprocal 

l-»rf-  - 

Agent   for 
each  Co. 

Legislates 

1 
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f 


Statk. 


Amount  ofDeposit 
required. 


State  Taxes. 


State 
License. 


Oregon  (e) $50,000  U .  S.  B^ds 


PeonsylvRnia  (/) 


^  of  I  pr.  cent 
per  annum 
on  all  am'ts 
deposited. 


3  per  cent....  $500 


Rhode  Island  Of) 3  per  cent 


South  Carolina. .  $ao/xx>  State  Bonds 


Same  as  per* 
snM  prop*ty, 
about  I  p.  ct. 


Tennessee  (A). . .  $30,000  in  State  or:  i  k  per  cent. . 

U.  S.  Bonds 


Texas  ... 
Vermont. 


$350 


175°. 


Virginia  (*) 5  per  ct.  of  Capital, 

but  not  less  than 
$10,000  or  more 
than  $50,000 

West  Virginia  ..  $25,000  U.  S.  Bonds 

Wisconsin ' 


3  per  cent. 


County 
License 
or  Tax. 


Si  . 


$5  S'm 

anMy. 


'$a   an- 
n'ally 


$35  in  Urge 
$35  in  small 
towns. 


3  per  cent. 
3  per  cent. . 


$10.... 


First    year's a  pr.  ct  $10.... 

I  license  $500 


*  Filing  declaration  of  intention  to  form  an  Insurance  Company,  $50.  For  original 
deposit  of  securities  required  by  law,  $10. 

(d)  General  Agent  required  to  give  bond  of  $a,ooo  with  condition  to  accept  service  of  all 
lawful  processes  against  company,  and  deposit  with  Insurance  Commissioner  of  copy  of 
charter  and  sworn  statement.  Agents  to  give  bond  of  $a,ooo  as  security  of  payment  of 
taxes. 

(b)  Capital  not  exceeding  $350,000,  a  deposit  of  $10,000;  over  $350,000,  and  not  exceeding 
$500,000,  a  deposit  of  $15,000;  all  others  $20,000 


{c)  For  filing  declaration,  $^o;  for  filing  supplementary  annual  statement,  $35;  for  filing 

furnishing  copies  ol  records,  etc.,  per  folio,  ao  cents. 


any  other  paper,  $10;  for 
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i   I 


vs 

m 

0 

5| 

it 

!« 

^ 

0  U 

— 

UO 

■«« 

*m 

Agent's 
Certificate. 


V 
CO 

c 
< 


Power  of 

Atfy 
requixvd. 


|io. 


SO  cents. 


One  Agent 
in  each 
countj. 


•S-8 


•••••• 


Each  Comp  Three  times 


for     its 
Agent. 


Ea.    Comp. 
I  one. 


I 


......    •••  •  I 


#5. 


•3. 


Each  Agent 


Each  Agent 


'Each  Com- 
pany one. 


a  week  for 
two  weeks 
in  city  of 
C>ty  where 
lodited. 

Three  w>ks 
in  county, 
and  state- 
m'nt6wk's 
in  coonty. 

Aa  Comp. 
GenM  shall 
direct. 

3  successive 
weeks. 


City  or  Town 
License  or  Tax, 


Reclpftxial 
Legislafn 


Reciprocal 
Legislat'n 


Reciprocal 
Legislat'n 


l>5-. 


is. 


Bach  Agent 


5octs.'One 


In  official 
State  pa- 
per for  two 
weeks  and 
in  I  daily 
paper  in 
Milwa'kee 


Milwaukee,  a  pr 
cent. 


Reciprocal 
Legislat'n 


(^  A  bond  Tt^nired  fi'om  each  agent  in  sum  of  $a,ooo. 

leVFor  rcanding  each  certificate  of  deposit  and  issuins'  such  certificate  to  depositors,  $35. 

(/)  Company's  ag^ent  must  file  bond  in  $5|00O  for  faitzul  discMu-ge  of  duties,  etc. 

if)  Bond  required  from  agent  in  $1,000. 

(1)  City  of  Memphis  i  per  cent  on  premiums ;  City  of  Clarksrille,  license  $50^50;  City  of 
Colombia,  license  $37;  Murfreesboro,  $eo;  Shelby  county,  $375;  Davidson  county,  $150; 
Koox  county.  $30o;  Rotfaerford  county.  $75. 

(1}  Everr  Company,  through  their  agent,  in  the  sum  of  not  less  than  $1,000,  or  more  than 
Hi^xo,  at  tne  discretion  of  Auditor  of  Public  Accounts. 


OFFICIAL  REPORT 


or  THB 


National  Insurance  Convention 


OF  THE  UNITED  STATES, 


HELD  IN  THB  CITY  OF  NBW  YORK,  OCTOBER  18,  iSjS. 


FIRST  DAY. 

New  York,  October  i8,  1871. 

The  adjourned  session  of  the  National  Insurance  Convention 
was  held  at  the  Hall  of  the  New  York  Board  of  Underwriters, 
commencing  on  the  i8th  of  October,  1871,  at  10  1-3  o'clock  A.  M. 

Hon.  George  W.  Miller,  the  President  of  the  Convention, 
Superintendent  of  the  Insurance  Department  of  the  State  of 
New  York,  was  in  the  chair. 

The  Secretary  (Henry  S.  Olcott,  Esq.)  called  the  roll  of 
the  different  states,  and  the  delegates  from  twenty-nine  states 
answered  to  their  names.* 

Address  op  the  President. 

Hon.  George  W.  Miller,  the  President  of  the  Convention, 
then  delivered  the  following  address : 

GnfTLEMXN  OF  THE  CONVENTION :  I  have  DO  intention  of  making  any 
speech  or  formal  address  upon  this  occasion ;  yet,  it  is  perhaps  propei 
that  I,  as  the  representative  of  the  state  of  New  York,  bid  you  welcome. 

*  For  Ustcf  DaltgatM,  sm  mCt.  p.  ill. 


It  is  very  gratifying,  I  am  sure,  to  all  who  were  here  at  the  first  session 
of  the  con  vention,  to  see  that  this  meeting  is  so  largely  attended. 

You  will  bear  in  mind,  and  probably  it  is  known  to  most  of  you,  that  I 
have  been  absent  from  the  country  during  a  large  portion  of  the  time 
since  our  first  meeting.  It  happened  to  be  my  fortune  to  be  in  London 
at  the  time  a  circumstance  occurred,  or  became  known  to  the  public, 
which  is  pregnant  with  importance  to  the  life  insurance  interests. 
Another  signal  failure  of  a  very  prominent,  old  and  apparently  powerful 
life  insurance  company  took  place  in  Great  Britain.  I  consider  this, 
gentlemen,  a  fact  of  vast  importance — one,  concerning  which  the 
public  should  be  well  informed,  and  one  which  should  strengthen  our 
hands  and  invigorate  our  efibrts  towards  perfecting  and  systematizing 
the  supervisory  systems  of  the  different  states  of  our  country,  in  order 
that  such  a  calamity  as  that  which  has  befallen  the  people  of  Great 
Britain  interested  in  this  great  company,  shall  never  be  possible  in  this 
land  of  ours.  I  say  that,  even  under  the  system  we  have  at  present  in 
operation  here,  such  a  calamity  can  hardly  occur.  If  a  company  can  fail 
at  all  here,  the  failure  should  not  be  disastrous  in  its  character.  Bad 
management,  extravagance,  and  other  causes,  may  lead  to  a  failure — a 
bare  failure  of  a  company  to  possess  the  assets  necessary  to  meet  its 
liabilities  and  reinsure  its  risks;  but  the  deficiency  cannot  be  large  under 
the  system  which  we  have  already  established  in  this  country.  But  how 
is  it  in  regard  to  the  European  company,  having  millions  of  pounds  of 
liability — yes,  millions  upon  millions,  gentlemen;  thousands  upon  thou- 
sands of  poor  people  depending  on  the  policies  that  they  were  keeping 
for  the  future  sustenance  of  their  families  and  for  annuities  to  themselves? 
That  company,  I  believe,  will  not  pay  five  shillings  in  a  pound.  I  saj 
that  a  failure  of  that  character  here  is  impossible;  if  we  do  our  duty  and 
exert  the  influence  which  we  can  exert,  which  united  effort  will  exert,  upon, 
the  legislation  on  the  subject  of  supervision  in  all  the  different  states 

There  have  been,  during  my  absence,  political  agitation,  startling  dis- 
closures and  startling  changes  in  different  departments  of  the  general 
and  state  government  and  municipal  affairs.  These,  gentlemen,  awaken 
the  public  to  a  lively  interest  in  all  branches  of  government,  and  it 
is  a  good  thing.  And  I  hope  that  the  administration  of  the  insurance 
laws  will  feel  the  effect  of  public  opinion,  thus  agitated,  and  that  we 
will  co-operate  with  any  honest  persons,  or  effort,  made  in  any  quarter, 
to  promote  a  higher  and  purer  standard  of  administration  of  our  laws 
in  every  department  and  in  all  quarters. 

But  that  which  comes  nearest  home,  and  touches  our  feelings,  our 
hearts  and  our  purses  most  closely  is  this  last  startling,  sad  disaster 
at  Chicago.  It  is  unnecessary  for  me,  gentlemen,  to  say  anything 
about  it.  You  are  all  acquainted  with  the  vast  extent  of  the  calamity. 
Many  of  you  are  well-informed  as  to  the  probable  results  upon  a 
large  number  of  our  companies.  Although  many  must  fail,  although 
many  have  already  gone  into  liquidation,  and  many  others  must  follow, 
yet,  gentlemen,  it  is  a  gratifying  fact,  to  me,  certainly,  and,  I  presume, 
to  aU  of  you,  that  such  a  large  proportion  of  the  companies  are  able 
yet  to  say  *' We  are  going  to  pay  every  dollar  of  our  losses,  and  still 
continue  to  do  business  with  unimpaired  capital.*'  [Applause.]  For  this 
is  the  fact,  that  we  have  a  large  number  of  companies  whose  capital  is 
impaired  to  a  moderate  extent,  or  even  largely,  that  have  already  taken 
measures  to  repair  and  restore  their  capital  to  the  original,  or  greater 
than  the  original  amount.  We  have  such  companies  in  our  midst,  I  am 
happy  to  say,  such  companies  as  the  **  Continental,"  '*  International,'* 
and  others  that  I  might  go  on  to  name ;  but  it  would  be  a  work  of  great 
length  of  time  and  unnecessary  for  me  to  detail  to  you  these  matters. 
The  facts  will  be  made  public  very  rapidly.  But  it  is  particularly 
gratifying,  gentlemen — particularly  gratifying  to  me,  and  I  hope  it  is  to 


everyone — ^that  such  a  large  percenUge  of  the  losses  of  the  companies 
of  this  state  will  be  met  and  promptly  paid.  It  is  difficult  at  this  time  to 
say  just  what  percentage,  but  my  humble  opinion  is  that  at  least  ninety 
per  cent  of  the  amounts  lost  by  the  New  York  companies  will  ultimately 
be  paid.  And  this,  gentlemen,  under  such  a  dreadful,  unheard-of 
calamity,  such  a  sweeping  destruction,  when  the  honor,  integrity  and 
solidity  of  our  insurance  companies  is  affected. 

Now,  what  are  we  to  do  m  view  of  these  circumstances  and  of  the 
subject  which  is  before  us?  Many  topics  were  left  unfinished.  You  have 
before  you  in  print  the  proceedings  of  the  former  session,  and  the 
business  will  be  taken  up  in  its  order;  reports  of  committees  will  be 
received,  and  I  may  be  allowed,  perhaps,  to  express  the  hope  that,  in  view 
cf  all  these  circumstances — in  view  of  the  light  which  we  have  received, 
and  the  lessons  which  we  may  learn  from  these  facts — this  convention 
will  exercise  a  powerful  influence  in  promoting  yfrj/;  A  conservative, 
safe,  soun^  and  reliable  system  of  valuing  life  and  fire  policies;  one 
about  which  there  can  be  no  doubt,  one  which  will  inspire  confidence 
in  our  uniform  system  in  both  branches;  and,  in  the  next  place,  that 
the  influence  of  this  convention  will  be  exercised  toward  promoting 
a  greater  strength  in  companies  at  present  organized,  and  particularly 
a  greater  strength  and  larger  capital  in  companies  hereaAer  to  be 
organized.  We  want  companies,  gentlemen,  of  greater  capital.  In  the 
next  place,  I  hope  that  the  influence  of  this  convention  will  be  exercised 
toward  promoting  a  system  and  policy  on  the  part  of  companies  of 
reserving  extraordinary  sums,  above  that  which  the  law  simply  requires — 
laying  aside  an  extraordinary  surplus  for  the  case  of  an  emergency.  The 
companies  that  have  done  that  are  the  ones  that  came  out  triumphant  in 
in  this  dreadful  hour.  And  let  us  not  hesitate,  through  fear  or  favor, 
to  recommend  that  policy — to  recommend  that  legislation,  that  action 
which  will  secure  to  our  whole  country  a  system  which  will  inspire  public 
confidence  and  which  will  inure  ultimately  to  the  good  of  the  companies, 
and,  at  the  same  time,  the  good  of  the  insuring  public. 

It  is  perhaps  out  of  place  for  me  to  refer  to  any  other  lesson  that 
may  be  learned  from  this  fire,  but  from  the  little  observation  (you 
will  indulge  me,  I  am  sure,  for  a  moment),  which  I  have  made  during 
the  short  tour  that  I  have  taken  abroad  this  summer,  it  seems  to  me 
that  we  have  to  learn  a  lesson  on  the  subject  of  construction.  Our 
buildings  are  not  as  well  constructed  as  they  are  in  Europe.  It  would  be 
difficult,  I  think,  to  have  such  a  fire  as  we  have  had  in  such  a  city  as 
Paris.  In  fact  it  is  impossible.  It  has  been  tried.  That  city  was  fired 
in  a  hundred  places,  and  yet  the  fires  burnt  themselves  out  in  less  than  a 
block.  But  it  is  not  so  in  this  country.  We  must  improve  our  systems 
of  building,  and  insurancemenmust  exercise  an  infiuenceon  this  subject. 
And  the  J  can  do  it.  We  want  to  construct  everything  upon  a  more  solid 
principle  and  basis,  in  a  better  manner.  Our  railroads  want  to  be  built 
in  a  more  substantial  manner.  We  have  arrived  at  a  time  when  public 
opinion,  aroused  by  this  event,  should  demand  an  improvement  m  the 
construction  of  all  buildings  and  public  works. 

Now,  gentlemen,  hoping  that  the  results  of  this  convention  will  not 
ifisappoint  any  of  us,  or  any  of  our  insurance  friends,  or  the  public,  but 
that  we  maj  discharge  our  duties,  and  arrive  at  some  results  upon  the 
different  subjects  which  have  been  proposed  for  our  consideration,  and 
sach  as  mav  yet  come  up,  and  that  these  labors  may  result  in  coopera- 
tion, reciprocity,  simplification,  uniformity,  enlarged  security,  and  per- 
fect public  confidence  in  the  insurance  system,  is  my  hope  and  wish,  and 
I  believe  it  to  be  that  of  ail  of  you,  and  that  we  shall  cordially  cooperate 
to  that  end.     [Applause.  J 


The  Secretaxy  then  read  the  following  letters  and  communica- 
tiona: 

Statx  of  Califorkia, 
Officb  of  Insurancb  Cobcmxssiombr, 

San  Francisco,  Ocioh€r  a,  1871. 

C.  L.  Skrsls,  Esq.,  114  Sfwtdway,  Nrm  Tork. 

D^ar  Sir:  Owing  to  the  pressure  of  his  private  business  Rffairs, 
aecessariljr  neglected  during  his  lone  illness,  and  in  the  absence  of  that 
degree  of  restoration  to  perfect  healUi  that  would  justify  him  in  under- 
taking the  journej  to  New  York,  Mr.  Mowe  finds  that  it  will  be 
impossible  lot  him  to  cooperate  with  jou  in  the  convention  of  the 
x8th  inst 

Although  he  feels  that  his  presence  could  have  but  little  practical 
value,  the  office  being  so  well  represented,  he  regrets  that  this  oppor- 
tunity to  meet  and  become  acquainted  with  the  insurance  superintend- 
ents of  other  states  should  be  lost. 

I  am  pleased  to  be  able  to  state,  that  our  local  companies  ha^e 
united  in  requesting  the  commissioners  now  codifying  our  State  laws  to 
adopt,  bodily,  as  a  part  of  their  report,  the  forms  for  annual  statements 
of  insurance  companies  agreed  upon  by  the  Insurance  Convention  at  its 
first  session. 

Mr.  Mowe  desires  me  to  convey  to  you  his  thanks  for  the  elegantly 
bound  copy  of  the  Report  of  the  proceedings  of  the  First  Session  of  the 
Convention.  Ytxj  respectfully, 

A.  D.  Smith,  Deputy  Cammusi^n^r, 


COMPTROLLBR  GrNRRAL'S  OfFICR,  > 

Atlanta,  Ga.,  Ociob€r^  1871.  ) 

H^m,  Grorgb  W.  MiLLBR,  Imsmramc0  Commissioiuri  Albany,  N.  Y. 

D^mr  Sir:  I  had  hoped  to  be  able  to  attend  the  Insurance  Conven- 
tion that  is  to  convene  in'your  state  on  the  18th  inst,  but  the  General 
Assembly  of  this  state  is  to  convene  at  an  earlv  day,  and  as  I  have  some 
reports  now  in  the  hands  of  the  printer,  I  fina  that  my  presence  here  is 
important,  which  precludes  my  attendance  upon  your  meeting.  I  have 
had  the  pleasure  of  perusing  an  account  of  the  official  proceedings  of 
your  first  assemblage,  and  in  the  main,  endorse  them.  I  would  be  grat- 
ified to  see  an  uniform  system  of  statements  adopted  for  all  the  states, 
so  that  one  form  might  be  used  for  each  state.  I  shall  ask  the  Legisla- 
ture on  its  assembling  to  authorize  this  office  to  adopt  whatever  general 
form  may  be  agreed  upon  by  your  convention.  I  would  be  glad,  also,  if 
the  convention  would  recommend  to  the  legislatures  of  the  various  states 
to  allow  insurance  companies  to  make  investments  of  their  capital  wher- 
ever they  may  choose,  and  to  remove  all  restciction  from  such  invest- 
ments. I  would  have  capital  left  entirely  free  and  unrestricted,  so  that  it 
may  be  invested  wherever  the  interest  of  the  company  may  seem  to 
require.     Wishing  that  you  may  have  a  harmonious  meeting, 

I  am,  very  respectfully, 
(Signed,)  Madison  Bbll,  Compt.  Gtund, 


Statb  of  Nbvada,  ExBcuTivB  Dbpartmbnt,  > 

Carson  City,  September  15,  1871.  > 

/>#«r  Sir:  I  have  to  acknowledge  the  receipt  of  ten  copies  of  the  Ofll- 
cial  Report  of  the  National  Insurance  Convention.  The  report  has  been 
very  recently  received,  and  I  have  not  yet  had'  an  opportunity  to  atten- 


theljperfise  it;  but  the  object  of  the  convention — ^to  promote  harmony 
of  legitlation  upon  the  subject  of  insurance — I  heartily  endorse. 

Very  respectfulij  yours, 

L.  A.  Bradley,  Governor, 
Hou^  GaoRGm  W.  Miulbr,  ProtidtU  National  Insuranct  Convtntion, 

Mr.  PxMcu  then  aaid :  Representing  here  the  state  of  North  Caroiip% 
which,  at  present,  exercises  no  governmental  supervision  over  the  insi^r- 
ance  business  within  her  limits,  I  shall,  of  course,  during  a  great  part  of 
jour  deliberations,  be  merely  a  *Mooker  on  in  Venice.  It  will  be  mj 
purpose,  however,  to  carefully  observe  your  action,  and  to  report  your 
conclusions  to  the  executive  department  which  I  have  the  nonor  to 
represent;  to  the  end  that  North  Carolina  may  adopt  such  plans  in  the 
premises  as  jour  wisdom  may  suggest  and  her  Legislature  may  approve. 

I  would  here  remark  that  our  worthy  Governor,  and  the  Treasurer  of 
North  Carolina  are  fully  alive  to  the  great  interest  which  we  have  met  to 
guard  and  perpetuate ;  and  the  coming  Legislature  will,  without  doubt, 
cordially  unite  with  them  in  carrying  into  effect  any  recommendation 
this  highly  competent  body  may  make,  tending  towards  '*that  consum- 
mation most  devoutly  to  be  wished** — uniformity  in  insurance  legislation 
throughout  the  Union. 

The  views  of  Governor  Caldwell  are  in  full  accord  with  those  of 
Hon.  Geo.  W.  Miller  on  these  subjects,  and  his  zealous  co-operation  may  be 
confidently  expected  if  your  suggestions  are  shown  to  be  in  the  interest 
of  his  people,  as  they  no  doubt  will  be. 

I  need  not  assure  you,  Mr.  President,  of  my  readiness  in  behalf  of  my 
state  to  lend  my  aid  to  the  best  of  my  ability  and  energy  in  promoting 
the  objects  for  which  we  have  assembled 

Unfinishbd  Businbss. 

The  Secretary  then  stated  the  unfinished  business  from  the 
May  session  to  be  as  follows : 

1 .  The  resolution  offered  by  Mr.  Paine  on  reciprocal  legisla* 

tk>a: 

Resoltfod^  That  reciprocal  or  retaliatory  laws  are  sinfUl  in  their  mcep- 
^n,  injurious  in  their  operation,  and  in  their  nature  violative  of  the 
plainest  principles  of  inter-state  comity;  and  in  the  opinion  of  this  con* 
rention.  should  cease  to  exist.  / 

2.  The  report  on  the  subject  of  deposits  and  taxation  by 
Messrs.  Breese  and  Spencer ;  of  which,  on  motion  of  Mr.  Cald- 
well, so  much  as  related  to  deposits  had  been  laid  on  the  table. 

3.  The  report  of  the  committee  on  reciprocity  and  miscella- 
neous subjects,  presented  by  Mr.  Skeels. 

4.  Resolution  of  Mr.  Noyes  on  legislation : 

Rosolvedt  That  the  president  appoint  a  committee  of  three,  to  consider 
and  teport  to  this  convention,  at  such  time  as  they  shall  deem  expedient, 
what  legislation  they  would  recommend  for  adoption  by  the  several 
states,  to  secure  wise  and  harmonious  action  concerning  their  own  local 
insurance  companies,  and  such  others  as  seek  admission  from  other 
ftates. 

Raoived^  That  the  president  of  this  convention  be  added  to  the  above 
conuaittee.  and  act  as  its  chairman. 


5*  The  consideration  of  the  subject  of  fees  ;  on  motion  of  Mr. 
Caldwell,  laid  on  the  table. 

6.  The  resolution  of  Mr.  Skeels,  on  insurance  on  the  lives  of 
dependents : 

Wktrtas,  a  century's  experience  in  this  country  and  England,  has 
shown  that  insurance  on  the  lives  of  dependents,  or  of  those  whose 
existence  is  of  no  pecuniary  importance  to  others,  is  certain  to  lend  to 
crime  in  some  cases;  and  though  it  is  not  possible  to  provide  against  all 
such  occurrences,  it  is  practicable  to  prevent  the  extension  of  insurance 
beyond  the  age  at  which  most  men  become  non-producers,  if  not  depend- 
ents; therefore, 

Resolv0d^  That  it  is  desirable  for  all  states  to  enact  that  afler  some  con- 
venient date,  no  policies  shall  be  issued  on  the  lives  of  their  citizens  for 
terms  extending  beyond  the  age  of  seventy-five  (75)  years. 

7.  The  report  of  the  committee  on  valuation,  reinsurance, 
mortality  tables,  etc.,  presented  by  Mr.  Smith,  as  follows : 

The  committee  to  which  was  assigned  the  duty  of  recommending:  a 
rate  of  mortality  and  rate  of  net  interest,  to  be  designated  by  law,  as  the 
basis  upon  which  to  make  calculations  of  net  premiums  and  net  values  of 
life  insurance  policies ;  to  report  upon  the  question  of  equitable  surren- 
der charge,  or  proper  surrender  values ;  to  definitely  describe,  by  suita- 
ble names,  the  various  kinds  of  life  insurance  policies;  and  to  report 
upon  the  subject  of  reinsurance  liabilitv  on  fire  and  marine  policies,  have 
requested  me  to  report  progress,  and  to  state  that  in  addition  to  the 
various  communications  on  these  subjects,  made  to  the  convention, 
referred  to  this  committee,  and  printed  in  the  regular  proceedings,  Mre 
desire  to  place  in  the  hands  of  the  secretary,  communications  made  to 
the  committee,  which  it  has  not  been  convenient  or  even  practicable  to 
presen  t  to  the  convention.  The  committee  recommend  that  the  secretary 
be  directed  to  print,  with  the  other  proceedings  of  this  convention,  the 
communications  just  referred  to. 

(Signed,)  Gustavus  W.  Smith, 

Ckairman  Committee » 

Thb  Prbsidbnt  :  I  understand  there  are  some  reports  of 
committees  ready  now  to  be  presented,  at  least  one  important 
report,  and  I  call  for  the  reports  of  committees. 

Gbnsral  Smith  :  I  am  ready,  Mr.  Chairman,  to  submit  a 
report  but  would  ask  as  a  question  of  privilege  to  be  allowed 
to  read  correspondence  that  I  now  have,  which,  I  think,  will 
explain  itself. 

Mr.  Smith  then  read  the  following : 

New  York,  September  13,  1871. 

GvNBRAL  G.  W.  Smith,  Insurance  Commissioner  of  Kentucky^ 

Chairman^  etc.,,  etc. 

Dear  Sir:  Numerous  inquiries,  made  verbally  and  by  letter,  indicate 
that  the  mathematical  work  in  my  letter  to  jou  of  last  June,  on  the  subject 
of  surrender  value,  is  not  understood,  and  the  object  of  this  is  to  clear  up 
whatever  of  doubt  there  may  be  about  it3  meaning.     When,  that  letter 


wu  vritten,  I  did  not  supjpose  ifs  mathematics  would  be  published.  It 
was  very  condensed ;  but,  knowing  your  habit  of  scrutinizing  everything 
brought  under  the  exercise  of  your  judgment,  I  felt  that  whatever  of 
obscurity,  if  any,  there  might  be  about  it,  could  and  would  be  dispelled 
by  an  interchange  of  ideas  between  us. 

I  will  not  repeat  the  prefatory  remarks  by  which  the  work  was  intro- 
duced, but  that  you  may  the  more  fully  appreciate  the  spirit  in  which  it 
was  undertaken,  it  may  be  proper  to  say,  that  I  have  never  been  able  to 
regard  the  institution  of  life  assurance  as  a  mere  business  concern,  of 
which  the  main  object  is  to  make  money.  It  has  always  appeared  to  me 
rather  as  a  fraternal  charity,  created  by  the  voluntary  union  of  persons 
for  mutual  protection  against  the  calamities  of  sudden  penury  to  helpless 
widows  and  orphans — always  dispensing  the  largest  liberalitv  towards  its 
members,  consistent  with  equal  justice  to  all.  Of  course,  this  view  shuts 
out  all  consideration  of  what  is  known  as  the  *' joint  stock  interest." 

All  persons  having  any  acquaintance  with  principles  of  permutation 
and  combination  of  elements,  must  know  that  the  variety  of  policies  a 
company  may  issue  is  very  great.  I  shall  confine  myself  now,  as  before, 
to  the  more  popular  and  common  cases. 

LzFB — Single  Prbmium. 

The  premium  paid  on  this  kind  of  policy,  resolves  itself,  in  effect,  into 
two  portions,  one  of  which,  with  its  interest  accumulations,  constitutes 
the  policyholders'  share  of  the  annual  death  claims,  and  to  the  end  of 
what  majr  be  called  his  tabular  life;  and  the  other  works  at  compound 
interest  till  it  amounts,  at  the  same  epoch,  to  the  sum  assured.  Those 
who  die  early  leave  to  their  heirs  more  than  they  contribute  to  the  com- 
pany, and  those  who  die  late  leave  their  heirs  less.  A  company,  there- 
fore'naturally  covets  a  longevity  amongst  its  members,  greater  than  the 
average  duration  of  human  life. 

It  will  be  conceded  that  the  retiring  of  members  works  damage  to  a 
company^s  vital  force.  Indeed,  it  is  easy  to  conceive  that  the  process 
may  be  conducted  in  a  way  and  carried  to  an  extent  which  would  turn 
the  advantages  of  selection  against  a  company.  In  the  case  of  paid-up 
life  policies,  the  rule  that  only  good  lives  surrender,  may  be  regarded  as 
almost  certain.  Thepr  have  nothing  more  to  pay,  and  retire  because  of 
confidence  in  a  superior  physical  condition  and  a  belief  that  they  can  do 
better  with  their  money.  The  settlement  with  these  should  be  so  made 
as  to  provide  against  the  adverse  effects  to  the  company,  likely  to  arise 
from  their  own  voluntary  act.  They  should  be  retired  under  conditions 
that  would  leave  the  relation  between  the  present  financial  resources  of 
the  company  and  its  future  obligations,  as  affected  by  the  considerations 
above  stated,  undisturbed.  These  conditions  may  be  fulfilled  by  giving 
to  a  retiring  member,  the  money  working  to  reach  the  sum  assured, 
which  must  sooner  or  later  pass  by  death  to  his  heirs,  and  retaining  that 
pledged  for  future  death  claims. 

The  sum  of  these  constitutes,  at  any  instant,  the  assured's  reserve. 
The  difference  between  the  reserve  and  that  appropriated  to  death  claims, 
is  it  seems  to  me,  an  equitable  surrender  value.     To  compute  it,  make — 
n^=. Single  net  premium  at  age  at,  to  assure  one  dollar  at  death. 
/?,=.Net  reserve  at  age  x,  on  a  dollar  paid  up  policy. 
m  =.Number  of  years  a  policy  has  to  run  to  maturity. 
m  =r.Difference  between  the  oldest  age  of  the  tables  and  that  of  policy- 
holder at  time  of  surrender; 
5  =. Sum  assured; 
^  =. Surrender  value, 
r,=  C,./?3^+i  +  C,+  i./?*+t+  Z'    .  .  .         C,+„./?,+„+x,  in  which 


8 


The  following    examples  will  exhibit  the  results  of  the  rule  hy  tlie 
American  table  and  four  per  cent,  on  single  premium  policies  for  $i,< 
at  a  few  ages : 


Age,  40 $227,889  Age,  91 

"      50 31S.134  *'     93 

"      60 437-895  '*      93 

"      70 580.167  "     94 

**      80 729.236  **      95 

"      90 875.803  "     96 


$889,826 
903.281 
921.276 
936.040 

961.538 

I,OOO.CXX> 


LiFB. — Annual  Premiums. 

Members  who  engage  to  pay  annual  premiums  for  life,  or  for  a  limited 
term,  more  frequently  retire  because  of  a  want  of  means  to  keep  their 
premium  engagements ;  the  company  is  not  likely  to  suffer  so  much  from 
adverse  selection,  the  question  is  narrowed  down  to  forfeiture  or  sale, 
and  it  can,  therefore,  exercise  a  greater  liberality  with  safety  to  itself.  I 
treat  the  reserves  on  these  policies  exactly  as  though  they  had  come  from 
a  paid-up  policy,  but  not  for  the  purpose  of  exchange.  Let  R',,  be  the 
reserve  on  an  annual  premium  policy  for  one  dollar.  Another  policy 
taken  out  by  the  same  holder,  at  the  same  time,  but  paid  up  and  for  an 
amount  that  would  have  the  same  reserve,  R',,  at  time  of  surrender, 
would  have  for  its  reversionary  value 


and  the  surrender 


s.   ' 


W 


Now,  this  conversion  of  an  annual  premium-paying  policy  into  an 
auxiliary  paid-up  one,  is  not  for  the  purpose,  as  above  stated,  of  exchange, 
but  to  secure  the  equities  of  an  actual  surrender,  to  shorten  labor  and 
save  time  and  expense  in  settling  with  a  retiring  member. 

The  following  example  of  a  policy  for  $1,000,  issued  at  age  35,  and 
surrendered  at  various  ages  to  the  end  of  life,  will  illustrate  the  rule. 


A^*.  Sur.  valu4, 

.   36 $6.38 

37 1314 

38 2a29 

39 2784 

40 35-8i 

41 44-20 

42 5303 

43 62.30 

44 7204 

45 82.23 

46 92.90 

47 104.03 

48 115.64 

49 127.72 

SO 140.25 

51   153-23 

52 166.60 

53 180.54 

54 194-84 

55 209.57 

56 324.71 


4^#.  Smr.  value. 

57 $240.2^ 

58 256.16 

59 272.46 

60 •  289. 10 

61 306.07 

62 32334 

63 340.89 

64 358.71 

65 376.74 

66 39496 

67 413-34 

68 431.84 

69 450.42 

70 •  469.04 

71 487.68 

72 506.31 

73 52493 

74 543-58 

75 562.27 

76 581.03 

77-- 599-88 


Aj^t,  Sur.  value. 

78 $618  81 

79 637.79 

80 656.82 

81 675.79 

82 694.92 

83 713-66 

84 732.68 

85 751-79 

86 770.83 

87 78954 

88 807.64 

89 825  26 

90 842  (3 

91 859  n 

92 877  77 

93 896.25 

94 90377 

95 9^2-69 

96 1,000.00 


^ 


/ 

LfW-^LntiTSD  Patiuhts* 
y^  renons  stated 

^=5.^-^        .       T       .       .       (4) 

TkMPORARY.— SmoLX  Paymxnt. 

iure 

^=5.^'-^^"^     .     .     .     .     (s) 

Tbmporary. — ^AmrvAL  Paymxmt& 

Take  the  Reserve  R'.,  as  having  arisen  from  a  paid-up  policy  of  which 
tie  reversionary  amount  is  determined,  as  before,  and  we  get 

"^"■^•"ir^  D  .  .  .  .  W 

SlMPLB  EmDOWMSNTS.— SnVOLB   PRBMIUMS. 

The  companjr  has  no  interest  in  the  longevity  of  the  holders  of  this 
kind  of  policy,— on  the  contrary,  by  the  principle  of  the  Tontine,  its 
interest  is  in  their  early  death,  at  least  death  before  maturity. 

The  reserve  on  this  kind  of  policy  being  R^^  there  are  /_,  chances  for 
tnd  against  the  company:  of  these  </,+^.+'+  .     .     tf.^^-',  favor 

lapse  by  death  ;  and  the  surrender  value  is  given  by 

^=5.^^^ (7) 

Simple  Emoowmbnts. — Ahmual  Prbmium. 
The  reserve  on  this  being  J?'., 

:i=^.^v^ (8) 

Endowmbnt  Assurakcbs.— Sikolx  Prxmiuii. 

Take  sum  of  equations  (5)  and  (7) 


^+:^=S'[-^'"^'*'"-'  +'ff-'^]    •    •    •    (9) 

El7I>OWMXNT  ASSURANCB. — A2XNUAL  PrXMIUII. 

Take  sum  of  equations  (6)  and  (8) 


The  first  terms  in  the  brackets  of  equations  (9)  and  (10),  become  very 
imall  for  short  term  policies  and  for  small  amounts,  and  may  be  neglected 
vithoot  much  error. 


Age,  36.... 

..  Sur.  value,  $72,486 

Ag 

"     37---- 
"     38.-.. 

*'            149.921 

«  • 

'*            232.673 

t  • 

"     39---- 

•*           331.130 

44 

"     40.... 

415736 

ii 

zo 

The  following  example  of  a  ten-jrear  endowment  assurance,  issued  a\ 
age  35,  for  $1,000,  will  illustrate : 

Age,  41 Sur.  value,  $516.97^ 

42 **  625.970 

43 **  7^^553 

44 ««  866.167 

45 •  **  1,000.000 

Such  is  my  solution  of  the  (question  of  surrender  value  for  the  more 
popular  and  common  policies,  in  so  far  as  the  elements  that  pertain  to 
this  complex  problem  have  been  subjected  to  mathematical  analjrsis  by 
myself.  I  like  it,  and  it  suits  me  better  than  anything  of  the  kind  I  have 
yet  seen.  It  gives  surrender  values  more  equitable  and  considerably 
greater  than  companies  have  been  in  the  habit  of  paying. 

Permit  me,  in  closing  this  letter,  to  express  the  hope  that  the  labors  of 
yourself  and  your  colleagues  in  the  convention,  may  result  in  greater 
uniformity  in  the  insurance  laws  of  the  different  States,  and  in  Ae  dis- 
semination of  knowledge  on  this  and  kindred  subjects,  which  shall 
prevent  unwise  and  unfriendly  legislation. 

Very  truly  yours, 

WM.  H.  C.  Ba&tlbtt. 


Frasvkfort,  Kxntucky,  SefUmbMT  23,  1871. 
PkcF.  Wm.  H.  C.  Bartlett, 

Actuary,  Mutual  Lify  Ins,  Co.  of  New  Tork, 

Dear  Sir:  Your  esteemed  favor  of  the  13th  instant  is  received.  In 
reference  to  the  mathematics  contained  in  your  letter  as  published  in  the 
proceedings  of  the  convention,  I  desire  to  say,  that  although  the  letter 
was  addressed  to  me,  as  chairman  of  the  committee,  I  did  not  see  it  until 
the  secretarv,  by  authority  of  the  committee  and  the  convention,  had 
caused  it  to  be  p-'inted.  I  am  quitosure,  had  any  of  us  known  that  you 
*'did  not  suppose  its  mathematics  would  be  published,"  this  portion 
would  have  been  omitted. 

I  had  no  difficulty  in  comprehending  the  reasoning,  the  notation,  or 
the  formula.  The  slight  inaccuracies  you  allude  to  in  your  letter  to 
Professor  Wright,  as  having  entered  into  some  of  the  equations,  **in 
nowibc  affect  tlie  principle  uf  the  solution." 

You  were  right  in  assuming  that  had  there  been  the  least  doubt  on 
my  mind  as  to  whether  I  comprehended  your  meaning,  I  would  at  once 
have  asked  for  explanations.  More  especially,  becauf^e  we  differ  materially 
in  opinion,  not  upon  the  mathematics,  but  in  regard  to  the  fundamental 
assumptions  on  which  the  mathematical  reasoning  is  based.  I  wrote 
that  part  of  the  draft  of  the  proposed  report  which  refers  to  surrender 
charge  more  than  six  weeks  ago ;  and  although  I  have  not  recently  looked 
at  it,  I  am  sure  that  I  made  this  difference  in  my  comments  on  professor 
Wright's  solution  and  yours :  viz.  in  alluding  to  professor  Wright's, 
**If  a  policy  is  worth  to  a  company  the  present  value  of  what  it  will 
nominally  contribute  to  claims."  I  stated  that  your  solution  was  direct 
and  square;  without  an  **  if"  in  the  fundamental  data. 

Tt  is,  perhaps,  too  much  for  me  to  expect  that  my  views  on  this  subject 
will  when  published  suit  you  better  than  anything  of  the  kind  you  have 
yet  seen  ;  still,  I  feel  assured  you  will  give  to  my  opinions  the  weight  and 
mfluence  to  which  they  are  justly  entitled;  and  that  is  all  I  am  willing 
they  should  receive  at  the  hands  of  right-minded  men  who  comprehend 
them. 

You  and  I  may  differ  now,  as  we  have  done  before,  on  other  subjects  of 
this  nature  in  days  of  old,  but  we  will  at  least  understand  each  other  in 
our  differences,  and  agree  in  the  desire  to  see  correct  knowledge  of  the 
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principtet  npon  which  the  calculations  of  life  infturance  net  valaet  art 
founded,  disceminated  widelj  amongst  intelligent  men. 

Very  truly  yours, 

GusTAvus  W.  Smith. 

In  reply  to  the  above,  professor  Bartlett  answered  on  the  27th 
September,  1871,  saying: — ^^ Inasmuch  as  the  mathematics  of 
my  former  letter  was  ptiblished  I  should  like  to  have  my  last 
letter  to  you  printed  entire." 

Mr.  Smith  then  continued  as  follows : 

And  now,  Mr.  President,  before  presenting  the  report,  I  have  two  other 
letters  which  I  desire  to  read,  and  before  reading  either  of  them,  I 
would  tike  to  state  that  during  the  past  summer  there  has  been  a  good 
deal  of  correspondence,  some  of  it  official,  but  rather  informal,  between 
mvfself  and  the  other  two  members  of  the  committee,  Mr.  Brinkerhoff, 
of  Illinois,  and  Mr.  Pillsbury.  of  New  Hampshire.  I  will  not  further 
allude  to  that  correspondence  than  to  read  my  last  letter  to  Mr.  Brinker- 
hoff, and  his  reply.     My  letter  was  dated  Frankfort,  October  2,  1871. 

[The  letters  being  of  a  private  character,  are  not  inserted  in 

the  official  report.] 
The  secretary  then  proceeded  to  read  the  report,  as  follows : 
[For  the  full  text  of  General  Smith's  report  as  chairman  of 

the  committee  on  rate  of  interest,  mortality,  etc.,  see  the  appendix 

of  this  volume.] 

Mr.  Pains,  of  Maine :  I  hope  the  motion  to  assign  this  discussion  to 
Friday  morning  will  pass. 

Mr.  Harvby  :  I  made  the  motion  for  Fridapr  morning  for  the  very 
reason  offered  by  the  gentleman  from  Indiana  in  his  suggestion  that  it 
be  postponed,  to  give  us  ample  time  to  prepare,  and  ample  time  for  the 
discussion.  It  is,  I  think,  the  most  important  matter  before  this  conven- 
tion. It  is  the  great  thing  for  which  we  are  here  at  this  October  session, 
and  I  think,  we  need  all  the  time  we  have  upon  it,  and  the  sooner  we 
beg^n  the  more  time  there  will  be. 

The  motion  of  Mr.  Harvey  was  then  put  and  carried. 

Mr.  W11.1.IAM  Barnes,  of  New  York  :*  Mr.  Chairman,  I  rise  to  ask  the 
privilege  of  presenting  to  the  convention  a  paper  bearing  upon  this  sub- 
ject, giving  my  views,  which  would  probably  occupy  about  an  hour  of 
your  time,  and  probably  sometime  to-morrow  would  be  the  most  agree* 
able  to  the  convention  when  this  subject  is  considered. 

On  motion  of  Mr.  Breese,  of  Wisconsin,  Mr.  Barnes,  in  accord- 
ance with  his  request,  was  invited  to  read  his  paper  before  the 
convention  to-morrow  morning. 

Mr.  Pains,  of  Maine,  moved  that  the  sessions  of  the  convention  be 
opened  each  day  at  10  o'clock,  A.  M. 

Mr.  Alfribnd,  of  Virginia,  moved  as  an  amendment  that  the  sessions 
be  opened  at  10  A.  M.,  and  adjourned  at  3  P.  M. 

The  motion  as  amended  was  carried. 

•NotadelegitB. 
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On  motion  of  Mr.  Harvey  the  blank  forms  were  recommitted 
to  the  committee  on  blanks,  for  revision. 

Mr.  Pautk  :  During  the  vacation  I  have  examined  those  blanks  very 
thoroughly,  and  I  think  I  have  found  some  mistakes,  and  I  think  the 
blank  is  not  printed  as  it  was  adopted.  I  have  drawn  up  several  amend- 
ments which  I  move  to  have  referred  to  the  committee  on  blanks. 

The  President  :  They  will  take  that  reference  unless  there  is  objec- 
tion. 

Mr.  Harvey,  of  Illinois :  The  chairman  of  the  committee  is  not 
present,  having  gone  out  of  town,  but  he  will  return  in  the  morning, 
and  any  suggestions  or  amepdments  by  any  of  the  members  of  the 
convention  will  be  handed  to  him. 

The  President:  If  the  members  have  any  suggestions  to  make  in 
regard  to  these  blanks,  they  will  please  put  them  in  Mrriting  and  hand 
them  to  the  committee. 

Before  the  adjournment  m  June,  a  resolution  was  adopted 
authorizing  the  appointment  of  a  committee  upon  the  subject  of 
permanent  organization.  As  that  committee  has  never  been 
announced  I  will  announce  it  now.  I  appoint  Mr.  Paine,  of 
Maine,  Mr.  Hartranfl,  of  Pennsylvania,  and  Mr.  Gillespie,  of 
Nebraska,  as  that  committee. 

Mr.  Smith,  of  Kentucky :  I  move  that  a  committee  be  appointed  upon 
the  subject  of  the  enactment  of  uniform  laws  in  the  different  states,  to  be 
called  the  '*  Committee  on  Legislation." 

Mr.  Gaines,  of  Louisiana :  I  hope  General  Smith  will  so  word  his 
motion  that  the  committee  be  instructed  to  draw  a  general  insurance  bill 
for  the  different  states,  as  I  feel  sure  that  your  action  will  not  amount  to 
anything  unless  you  give  formal  sanction  to  a  bill.  Such  a  bill  could  be 
easily  passed. 

Mr.  Smith  :  That  does  not  differ  from  jny  general  idea,  but  I  would 
not  like  to  restrict  the  committee. 

Mr.  Gaines  :  They  might  prepare  a  bill  embracing  the  general  features 
applicable  to  the  wants  of  all  the  states. 

Mr.  Caldwell,  of  Indiana :  It  seems  to  me  that  the  motion  is  entirely 
unnecessary,  and  the  committee  also.  I  have  always  been  under  the 
impression  that  we  were  a  committee  of  the  whole  taking  that  matter 
into  consideration,  but  as  to  the  phraseology  of  the  law.  that  would  be 
left  to  the  law-makers  entirely.  I  do  not  believe  in  presencing  an^  law. 
I  believe  in  deciding:  the  important  points,  such  as  the  question  of 
taxation,  deposits,  valuation,  etc.,  and  when  we  have  done  that,  we  have 
done  all  that  we  ought  to  do,  and  I  really  do  not  see  the  necessity  for 
committee. 

The  motion  of  Mr.  Smith  was  then  put  and  carried. 

The  President  :  If  the  convention  have  no  objection  I  will  defer  the 
appointment  of  this  committee  until  to-morrow  morning,  when  there  is  a 
fuller  attendance. 

On  motion  of  Mr.  Row  the  convention  then  adjourned  until 
to-morrow  morning  at  lo  o'clock. 


SECOND  DAY. 


Nbw  York,  October  19,  1871. 

The  convention  re-assembled  at  10.30  o'clock  A.M.,  the  vice- 
president,  Mr.  Breese,  in  the  chair. 

The  secretary  then  called  the  roll  of  the  states. 

The  PajtsiDBNT:  Mr.  Barnes,  ez-snperintendent  of  the  insurance 
department  of  the  state  of  New  York,  will  now  address  the  convention, 
in  accordance  with  the  resolution  adopted  jesterdaj,  upon  the  subject 
matter  of  the  report  of  the  committee  on  *'rate  of  interest,  rate  of 
mortality,  net  valuations,"  etc,  submitted  to  the  convention. 

Mr.  WnxiAM  Barnxs  :  Mr.  Chairman  and  gentlemen.  Prelim inarilj, 
it  is,  perhaps,  proper  that  I  should  say  what  you  might  all  infer  without 
my  saving  it.  that  I  have  no  knowledge  of  what  the  report  of  your 
committee  on  rate  of  interest,  rate  of  mortality,  net  valuations,  etc., 
would  be ;  nor  the  least  intimation  from  any  source  what  course  was  to 
be  pursued,  or  what  report  was  to  be  made.  The  paper  that  I  have 
prepared  embraces  teveral  tables,  and  copies  will  be  handed  to  the 
delegates  when  I  have  finished  my  remarks. 

[For  the  text  of  Mr.  Barnes's  paper  and  the  debate  thereupon, 
see  appendix.] 

Mr.  Painb,  of  Maine :  I  would  like  to  ask  the  gentleman  one  qucBtion — 
if,  in  making  these  estimates  he  would  regard  premiums  as  a  part  of  the 
issets? 

Mr.  Barnks  :  In  reference  to  the  subject  of  assets,  I  have  not  taken 
that  up  at  all.  That  is  a  separate  subject  requiring  ver^  careful  reflection 
and  consideration.  I  have  not  specially  considered  it.  Within  certain 
limitations  a  premium  is  entirely  safe,  but  I  would  not  want  to  restrict 
companies  as  to  the  policy  that  they  should  pursue  in  regulating  their 
business  any  more  than  was  necessary  for  purposes  of  safety. 

Gbhkral  Smith  :  I  move  that  the  convention  take  a  recess  of  fifteen 
minutes. 

The  question  was  put  on  the  motion  of  Greneral  Smith  and 
carried. 
After  recess. 

Mr.  Smith,  of  Kentucky :  Partly  from  a  consideration  of  the  length  of 
thf  paper  to  which  we  have  listened  this  morning;  and  from  the  general 
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nature  of  the  whole  subject  and  its  importance,  I  would  suggeftt  that  the 
committee  on  legislation  be  increased  from  three  to  five  members. 

The  Prbsidrnt  :  Do  you  make  that  a  motion. 

Mr.  Smith  :  I  make  it  as  a  motion. 

The  question  was  put  on  the  motion  of  General  Smith  and 
carried. 

Mr.  Skbbls,  special  delegate  from  California :  After  the  adjournment  of 
the  sessions  of  our  convention  last  spring,  on  looking  over  the  publibhed 
proceedings,  it  occurred  to  me  that  one  omission  had  been  made  in 
respect  to  this  matter  of  general  legislation,  or  rather  of  uniform  legisla- 
tion in  the  different  states;  and  having  no  one  to  consult  with  on  the 
subject,  I  took  the  responsibilitj  of  addressing  a  note  to  the  secretary  of 
the  convention  (which  I  will  read)  calling  his  attention  to  the  subject, 
and  suggesting  that  he  should  prepare,  as  far  as  he  could,  a  general  law 
on  the  subject,  which  might  be  submitted  to  this  convention  on  its 
reassembling;  as  probably  some  general  features  at  least  might  be 
agreed  upon,  which  might  be  recommended  to  the  various  states  as  a 
uniform  law.  I  will  read  the  correspondence,  with  the  permission  of  the 
convention,  that  they  may  nnderstand  it  more  fully. 

Mr.  Skeels  then  read  as  follows. 

New  York,  September  5,  1871. 
Henry  S.  Olcott,  i^j^.,  Secretary,  etc. 

Dear  Sir:  I  desire  to  call  your  attention  to  the  advisability  of  the 
convention  putting  its  views  upon  the  relations  of  the  state  with 
insurance  anairs,  into  the  form  of  a  general  statute,  which  we  can 
recommend  to  the  legislatures  of  all  the  states  for  adoption  in  its  general 
features. 

I  am  confident  that  such  a  bill,  framed  after  full  debate  upon  its 
separate  provisions,  and  coming  with  the  endorsement  of  the  convention, 
would  be  regarded  by  the  authorities  of  the  different  RtatcR  a«:  a  most 
valuable  aid  in  shaping  their  legislation. 

We  have  already  agreed  upon  uniform  blanks  for  annual  returns,  and 
several  other  important  reforms ;  and  if  the  delegates  could  only  condense 
their  views  upon  all  the  features  of  insurance  government  in  the  manner 
above  indicated,  I  think  the  convention  of  1871  would  be  a  most  memor- 
able one,  and  highly  important  in  its  effects  upon  the  states,  the 
companies,  and  the  general  public. 

Your  success  in  compiling  the  ofiiciul  report  of  the  May  session,  your 
otVicial  position,  and  your  experience  as  a  lawyer,  indicate  that  you  are 
the  proper  person  to  draft  such  a  bill  for  the  consideration  of  the 
dclej^ates.  and  if  your  engagements  permit,  I  beg  that  you  will  do  so 
between  now  and  the  18th  prox.,  if  the  idea  meets  your  approval. 

Yours  vtry  truly, 

C.  L.  Skeels,   Ckairmau, 
**  Miscellaneous  Subjects  "  Committee, 


Law  Offices  of  F.  C.  Bowman  &  H.  S.  Olcott, 
No.   7  Befkman  Street, 

New  York,  October  14,  187 1 

Dear  Sir:  Agreeably  to  the  request  contained  in  your  letter  of  the  5th 
September,  I  have,  in  conjunction  w  th  my  friend  Austin  Abbott.  Esq., 
the  author  of**  Abbott's  Digest.'  "Abbott's  Practice  Reports"  and  other 
well-known  law  publications,  prepared  the  outline  draft  of  a  general 
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insurance  law  which  I  request  you  to  submit  to  the  national  insurance 
convention  of  the  United  States,  for  debate,  criticism,  and  amendment. 

It  will  be  found  to  present  in  a  tentative  form  such  a  statute  as  desired, 
but  much  consideration  of  details  will  be  necessary.  We  have  aimed  to 
embody  all  the  conclusions  reached  by  the  convei^ion  at  the  May 
session,  and  to  so  simplify  the  phraseology,  as,  while  expressing  clearly  the 
intent  of  legislators,  to  leave  no  opportunity  for  factious  litigants.  The 
relations  of  the  state  with  the  corporations,  and  the  general  public,  have 
been  so  defined  that,  while  the  provisions  of  the  act  are  calculated  to 
restrain  the  former  from  the  exercise  of  too  irresponsible  authority,  at  the 
same  time  they  afford  ample  scope  for  legitimate  business  undertakings, 
and  protection  to  the  insured  from  the  violation  of  contracts. 

The  act  has  for  a  principal  object  the  establishment  of  reciprocal  good- 
will and  comity  of  action  between  States,  and  the  inauguration  of  a 
more  enlightened  policy  in  the  regulation  of  the  great  and  beneficent 
scheme  of  insurance,  than  has  hitherto  prevailed. 

It  is  obvious  that  there  isalareeclass  of  provisions  in  which  the  policy 
of  the  different  states  now  differs,  and  must  continue  to  differ;  and 
probably  no  general  law  could  be  drawn,  that  in  attempting  to  deal  with 
them  all,  would  not  inevitably  come  into  conflict  with  some.  We  have 
therefore  omitted  such  provisions  for  the  organization  of  companies,  and 
theirrelinquishment  of  business,  as  may  properly  be  left  to  the  constitu- 
tional and  general  statutory  provisions  now  in  force. 

It  would  be  too  much  to  expect  that,  despite  our  best  endeavors,  we 
should  not  have  made  some  errors  and  omissions;  but  I  am  confident 
that  you  will  find  in  this  draft  many  features  that  will  commend  them- 
selves to  the  enlightened  and  catholic  spirit  of  the  delegates. 

In  the  course  of  my  official  correspondence  during  the  recess,  I  have 
directly  and  indirectly  received  assurances  from  the  executives  of  several 
states  that  they  are  prepared  to  receive  with  respect  the  suggestions 
which  may  be  made  by  this  convention.  It  will  be  a  source  of  the 
greatest  satisfaction  if  Mr.  Abbott  and  I  shall  have  contributed,  in  any 
degree  however  slight,  toward  the  reform  of  the  insurance  legislation  of 
the  country. 

I  remain,  dear  sir,  yours  very  respectfully, 

Hbnry  S.  Olcott, 
Secretary  of  iht  Convention. 

Mr.  Skkkls  :  I  will  now  state  that  this  draft  is  nearly  ready — will  be 
ready  this  evening  or  to-morrow  morning  to  distribute  to  the  members  of 
the  convention. 

The  Prbsidbnt  :  I  would  name  as  the  committee  which  has 

been  ordered  on   the   subject:    Mr.  Smith,  of  Kentucky,  Mr. 

Clarke,  of  Massachusetts,  Mr.  Skeels,  of  California,   and  Mr. 

Hartranfl,  of   Pennsylvania.     Are  there  any  other  reports  of 

committees  to  be  presented  ? 

Mr.  PjiiNS,  of  Maine :  I  wish  to  offer  a  resolution,  Mr.  President,  which 
is  suggested  to  my  mind  from  the  occurrence  of  two  or  three  events — that 
is,  with  reference  to  life  policies  held  by  bankrupts.  There  are  several 
instances  in  my  professional  experience,  that  have  came  up,  where 
extreme  hardship  has  resulted  in  the  cases;  and  it  is  well  known  to  you 
that  our  representatives  last  winter  introduced  a  law  in  the  congress  of 
the  United  States  for  the  purpose  of  avoiding  this ;  but  it  was  not  passed ; 
and  I  think  that  by  this  convention  bringing  the  matter  to  the  congres- 
lional  notice,  it  might  be  more  readily  listened  to.  I  have  drawn  a 
resolution  to  the  effect  as  follows : 
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^  *'  Retotved  unanimousljr" — I  srj  **  nnanimoutly,"  I  hope  it  will  be 
kept  in — "  that  in  the  opinion  of  this  convention  every  honest  effort  to 
provide  for  one's  family  and  dependents  by  means  of  policies  of  life 
insurance  is  not  only  justifiable,  but  should  be  encouraged.  That  there- 
fore the  president  and  secretary  of  this  convention  be  instructed  in  its 
name  to  memorralize  congress  so  as  to  amend  the  bankrupt  law  as  to 
except  all  such  policies  from  its  provisions."  I  hope,  Mr.  President,  that 
that  this  resolution  coming  forth  as  the  unanimous  voice  of  this  conven- 
tion will  have  good  effect.  I  would  here  say,  in  reference  to  the  matter, 
as  I  have  already  remarked,  that  frequent  cases  have  happened  in  mj 
experience,  when  individuals  who,  in  Uieir  days  of  their  prosperitpr,  have 
secured  policies  on  their  lives,  have  in  adversity  been  obliged  to 
surrender  those  policies  and  give  them  up  to  the  assignees,  without  any 
particular  benefit  to  the  creditors;  because  the  life  policy  of  another 
man's  life  is  clearly  of  no  value,  except  in  so  far  that  the  company  will 
buy  it  in :  and  in  such  cases  very  little  is  ever  realized  from  it;  whereas 
a  great  loss  is  occasioned  to  the  family  who  are  sadly  deprived  by  their 
poverty  of  the  benefit  of  it.  It  strikes  me  that  every  man  can  see  at  a 
elance  that  such  a  provision  should  be  enacted  as  a  part  of  the  bankrupt 
law  of  the  United  States ;  and  I  hope  it  will  receive  unanimous  adoption. 
I  will  read  it  again : 

**  Resolved  unanimously  that  in  the  opinion  of  this  convention  every 
honest  effort" — I  put  in  the  word  "honest"  because  it  is  well  known 
that  there  may  be  dishonest  efforts — a  man  seeing  himself  in  a  failing- 
condition  may  put  his  money  into  a  life  policy  for  the  sake  of  keeping  it 
from  his  creditors ;  such  a  .case  I  would  except. 

Mr.  Caldwell,  of  Indiana :  Let  me  interrupt  the  gentleman  bv  asking 
him  whether  it  is  ever  presumed  that  insurance  men  use  any  other  than 
*' honest  "methods.  That  word  is  common  in  political  meetings;  but  I 
do  not  think  it  should  be  used  here. 

The  Prbsidbnt  :  That  word  applies  to  the  insurer. 

Mr.  Pains  (continues  reading)  :  **  Every  honest  effort  to  provide  for 
one's  family  and  dependents  by  means  of  policies  of  life  insurance  is  not 
only  justifiable  but  should  be  encouraged  " — I  want  that  sentiment  to  go 
out — **  and  that,  therefore,  the  president  and  secretary  of  this  convention 
be  instructed  to  memorialize  coni2:ress  so  as  to  amend  the  bankrupt  law 
as  to  except  all  such  policies  from  its  provision. 

Mr.  Gaines,  of  Louisiana :  Tt  strikes  me  that  if  a  man  takes  out  a 
police  of  life  insurance  and  makes  it  the  basis  of  speculation,  it  ought  to 
go  with  his  other  assets.  If  he  want  a  policy  on  his  life  for  the  benefit 
of  his  family  let  him  make  his  wife  the  applicant  and  it  is  secure.  When 
the  provision  for  the  family  is  so  easy  of  accomplishment  I  doubt  very 
much  the  policy  of  protecting  such  policies.  We  have  one  instance  in 
our  state  of  a  company  taking  out  a  hundred  policies  upon  the  life  of 
one  who  owed  very  largely.  He  enjoys  the  dividend  from  those  policies 
and  hiK  creditors  are  put  into  bankruptcy. 

Mr.  Reynolds  :  I  move  that  the  further  discussion  of  this  question  be 
deferred  until  tomorrow*s  session.  While  I  like  the  idea  that  the  matter 
before  us  needs  explanation,  I  am  not  fully  ready  to  act  upon  that 
resolution.  It  has  been  very  well  said  that  if  a  man  wishes  to  secure 
his  family  he  can  do  so.  under  the  provisions  of  a  life  policy,  so  that 
bankruptcy  cannot  touch  touch  it.  This  resolution  coming  out  from  our 
convention  would  necessarily  have  much  weight,  and  I  therefore  hope 
that  it  will  be  well  matured  before  we  adopt  it. 

Mr.  Paine  :  I  do  not  object  to  its  lying  on  the  table,  but  I  wish  to  say 
in  reference  to  the  remarks  which  have  been  made  by  the  gentleman  on 
my  right  (Mr.  Gaines)  and  left  (Mr.  Reynolds)  that  the  remedy  which 
they  provide  is  entirely  inadequate.  I  have  had  a  ^ood  deal  to  d^>  with 
this  business  as  a  professional  man,  and  there  is  not  one  in  a  thou\aiyd. 
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not  one  in  a  hundred,  that  has  come  within  my  obsenrttion  who  hft» 
taken  that  precaution.  Take  my  own  case  as  an  illustration.  I  have 
several  policies  on  my  life,  some  taken  twenty  or  thirty  years  ago,  and 
I  have  taken  others  very  recently.  I  have  always  taken  them  in  my  own 
name,  and  I  always  recommend  others  to  do  the  same.  I  have  a  weak 
and  infirm  wife.  I  knew  that  my  life  was  much  more  liable  to  extend 
beyond  hers,  than  hers  beyond  mine.  If  I  made  the  policy  payable  to 
her  there  would  come  the  trouble  of  having  a  policy  made  payable  to  a 
person  who  might  be  deceased.  I  have  a  family  of  little  children.  I 
▼ish  to  control  that  policy  until  I  die.  When  I  die  some  of  those  children 
may  be  in  want  and  others  in  affluence.  I  cannot  tell.  I  prefer  to  leave 
it  to  be  disposed  of  in  my  will  when  I  die  and  suit  the  circumstances, 
not  from  any  fraudulent  attempt.  I  have  always  been,  and  I  hope 
always  may  be,  in  a  condition  where  I  should  not  go  into  insolvency. 
Bat  insolvency  may  come  notwithstanding.  What  we  have  jubt  seen  in 
Chicago  may  happen  to  us  here,  and  we  who  are  the  richest,  in  fifteen 
minutes,  may  be  the  poorest.  So,  when  we  take  out  a  life  policy  with 
an  honest  intention,  it  is  to  provide,  in  the  best  way  that  we  can,  for  our 
families  when  we  die.  The  word  **  honest "  put  in'that  resolution  meets 
the  views  both  of  the  gentleman  on  my  left  (Mr.   Reynolds)  and  the 

fmtleman  on  my  right  (Mr.  Gaines),  in  the  cases  that  they  supposed, 
used  the  word  **  honest "  understandingly.     I  used  it  deliberately.     The 
views  that  they  gave  do  not  change  my  opinion  in  the  least. 

The  Prssii>ent:  It  seems  to  me  that  this  resolution,  under  the  rule, 
should  go  to  the  committee. 

Mr.  Gaikbs  :  It  is  so  perfectly  feasible  for  every  one  who  contemplates 
even  the  possibility  of  a  state  of  insolvence  to  at  once  endorse  every 
policy  held  in  his  own  name  to  his  family,  which  fully  protects  it,  that  1 
not  only  doubt,  but  I  am  seriously  impressed  with  the  disadvantage  of 
having  any  such  legislation  upon  life  insurance  policies  as  can  make 
them  the  medium  of  fraud.  If,  when  one  takes  out  a  policy  he  intends 
to  protect  his  family,  the  course  Is  plain.  If,  when  he  takes  a  policy  he 
contemplates  the  possibility  of  his  wanting  to  use  it  as  a  security,  and 
before  the  necessity  for  such  use  he  becomes  insolvent,  it  should  go  into 
his  assets  with  his  estate,  and  he  should  not  be  permitted  to  transfer  it  to 
bis  family  without  he  becomes  embarassed.  If  there  lives  a  man  to-day 
vho  wants  to  apply  his  policy  for  the  purposes  suggested  by  the  ffentle- 
san  from  Maine  (Mr.  Paine}  all  he  has  to  do  is  to  indorse  it  to  his  »mily, 
and  it  is  secure  against  every  attempt. 

Mr.  Paihb  :  What  is  the  motion  before  the  house — to  refer,  or  lie  on 
the  table. 

The  Frbsidbict  :  It  seems  to  be  regular,  under  the  rule  of  the  last 
session,  to  refer  the  resolution. 

Mr.  Reynolds  :  I  change  my  motion  and  move  to  refer  it. 

The  Prssjdsmt  :  It  will  take  that  course,  under  the  rule,  unless  there 
is  objection. 

Mr.  BitEBSE,  vice-president,  in  the  chair. 

Mr.  Gaines  :  I  move  that  the  sessions  of  the  convention  be  from  10-30 
A.  M.,  to  4  P.  M.,  with  a  recess  from  1  to  i>^  every  day,  the  alteration 
to  take  efi'ect  immediately. 

Mr.  RussBLL.  of  Iowa :  I  move  to  strike  out  all  relating  to  the  time  of 
adjournment.  I  think  that  can  be  better  regulated  from  dav  to  day  as 
the  convention  may  determine.  We  may  not  see  proper  to  sit  here  until 
4 o'clock,  or,  perhaps,  want  to  extend  our  sessions  a  little  beyond  that 
hour.  1  f you  adopt  tli  is  rule  you  will  either  have  to  follow  it  up,  and  adjourn 
at  4  o'clock,  or  we  wilt  have  to  change  it.  I  would  therefore  move  to 
strikeout  ail  relating  to  the  time  of  adjournment. 

Mr.  GAnras :  My  purpose  is  to  have  such  sessions  of  the  convention  as 
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will  je  convenient  to  tne  delegates,  and  tend  to  the  prompt  dispatch  of 
business,  and  I  will  accept  the  amendment  in  order  that  a  vote  on  it  maj 
be  taken. 

The  question  being  put  on  the  amendment  of  Mr.  Russell,  it 
was  agreed  to,  and  the  original  motion,  as  amended,  was  carried. 
Mr.  Harvby,  of  Missouri,  offered  the  following: 

JResolredt  That  a  committee  of  three  be  appointed  to  consider  and  report^ 
to  this  convention  a  plan  for  the  winding  up  of  insolvent  insurance 
companies.     He  then  said : 

I  would  sav  that  I  have  talked  with  some  members  of  the  convention, 
and  some  of  them  think  this  matter  ought  to  go  in  the  hands  of  the 
committee  on  legislation  which  has  been  appointed  this  morning,  while 
others  think  that  an  in  dependent  committee  should  be  appointed.  There 
are  some  plans  to  present,  a  little  different  from  any  which  obtain  in 
this  country;  indeed,  there  is  no  plan  in  this  county  that  I  know  of 
which  is  proper  to  be  used  in  winding  up  an  insurance  company,  either 
life  or  fire,  and  it  is  time  that  the  legislatures  of  the  several  states  should 
adopt  something  of  that  sort. 

Mr.  Russell  :  It  seems  to  me  that  what  action  we  take  here  should  be  as 
harmonious  as  possible.  As  I  understand  it,  we  have  already  appointed 
a  committee  to  draft  a  law — a  form  of  law — to  be  submitted  for  the 
consideration  of  this  convention,  and  if  they  recommend  the  essential 
features  of  that  to  the  several  states  for  adoption — it  seems  to  me  that*  the 
subject  matter  embraced  in  this  resolution  would  necessarily  come  under 
the  consideration  of  this  committee  already  appointed.  If  we  should 
adopt  the  resolution  and  appoint  the  committee  suggested,  it  would, 
perhaps,  come  in  conflict  with  the  report  to  be  made  by  the  gentlemen 
who  are  already  appointed  to  prepare  and  draft  a  bill.  This  committee 
might  take  this  matter  into  consideration,  and  not  be  able  to  report  at  the 
time  this  proposed  bill  will  come  up  for  consideration  by  this  convention. 
It  seems  to  me,  Mr.  President,  that  if  we  appoint  this  committee  it 
might  be  informal.  We  might  be  called  upon  to  consider  the  report  of 
the  committee  already  appointed  before  this  committee  would  be  ready  to 
report.  If  this  committee  were  appointed  and  would  take  up  this  subject 
for  consideration  bv  themselves  and  co-operate  with  the  committee  already 
appointed,  I  would  not  have  any  serious  objection,  but  I  do  not  see  that 
there  is  any  necessity  for  appointing  another  committee  to  consider  this 
subject  separately ;  I  would  like  to  hear  the  expression  of  the  members 
of  the  convention  in  relation  to  the  subject  before  the  question  is  put. 

Mr.  Smith,  of  Kentucky :  As  chairman  of  the  committee  on  legislation, 
just  appointed,  my  own  feeling  is,  to  go  on  in  the  manner  in 
which  we  have  gone  on.  This  certainly  is  a  specially  important 
subject.  We  have  had  a  dozen  or  more  such  committees,  and  they 
have  gone  to  work.  I  think  that  a  committee  can  act  on  this  simple  and 
single  subject  before  the  committee  on  legislation  will  be  ready.  I  do 
not  think  there  will  be  a  particle  of  collision  if  it  should  be  appointed, 
and  I  hope  that  the  motion  will  prevail  and  the  committee  be  appointed. 

Mr.  Miller,  of  New  York:  Although  not  in  when  this  resolution  was 
offered,  I  am  aware  of  its  nature. 

I  would  like  to  state,  very  brieflv,  my  view  in  regard  to  this  committee 
of  legislation.  It  agrees  substantially  with  what  has  been  uttered  by  the 
gentlemen  from  Kentucky  (General  Smith),  that  its  business  is  princi- 
pally to  put  in  form  the  results  of  the  action  of  other  committees  and  of 
the  convention.  And,  gentlemen,  I  hope  that  that  committee  will  have 
the  co-operation  and  the  acsistance  not  only  of  every  special  committer* 
having  any  important  subject  in  charge,  but  of  every  individual  membe** 
of  the  convention,  and  of  every  individual  member  of  the  insurance 
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frttmuty,  and  of  crerj  person  interested  in  the  subject  who  has  a 
fittggestion  to  make.  I  know  that  that  committee  will  receive  with  pleasure 
and  satisfaction  everj  suggestion  upon  every  subject  which  has  been 
submitted  to  their  care.  I  know  that  the  life  companies,  for  instance, 
have  appointed  a  committee  on  the  subject  for  the  purpose  of  co-opera- 
tion, and  I  feel  that  this  committee — I  know  that  this  committee— will 
receive  the  suggestions  of  anjr  committee  that  the  fire  underwriters  mn  v 
tpppintr^Vhat  we  want,  gentlemen,  is,  as  far  as  practicable,  to  propose 
a  generaPmeasnre,  not,  of  course,  to  dictate  the  identical  words  to  be 
««4ed,  but  still,  to  aubmit  a  general  form  of  act  which  will  be  acceptable : 
^rhich  will  embodj  the  views  of  this  convention,  and  maj  be  adopted 
br  all  states  which  hereafter  legislate  upon  the  subject.  This  is  a  great 
step  towards  that  ultimate  object  which  we  seek  to  obtain — uniformity — 
ind  I  hope  that  erery  individual  member  of  the  convention  will  heartil  v 
c(H>perate  in  giving  all  the  suggestions  that  this  committee  maj  want. 

Mr.  Gaimbs  :  I  move  that  the  subject  embraced  in  the  motion  of  the 
^     gentleman  from  Missouri  (Mr.  Harvey)  be  referred  to  the  committee  on 
miscellaneous  subjects. 

The  Prksidbnt  :  If  there  is  no  objection,  that  reference  will  be  made. 

Mr.  Rbymolds  :  As  I  understand  the  motion  of  the  gentleman  from 
Missouri,  it  was  for  the  appointment  of  a  sub-committee  to  report  upon 
t  subject  that  has  not  been  assigned.  I  hope  that  that  committee  will  be 
appointed. 

Mr.  Brxesb  :  What  is  the  resolution  of  the  gentleman  from  Missouri 
(Mr.  Harvey)  ? 

The  PRBSIDKNT :  I  misunderstood  the  motion  of  the  gentleman ;  the 
motion  of  Mr.  Gaines  was  an  amendment  to  the  resolution  of  Mr.  Harvey, 
that  this  subject  be  referred  to  the  committee  on  miscellaneous  subjects. 

Mr.  Gainbs  :  If  I  may  be  excused  I  will  state  my  reason  for  it,  which  is 
this:  that  I  suppose  the  most  experienced  gentlemen  in  this  convention— 
those  highest  in  office — are  already  upon  these  committees,  so  that  if  a 
sew  committee  were  constituted  you  would  have,  in  your  appointments, 
either  to  impose  double  duty  upon  them  or  to  avoid  them  entirely,  and 
appoint  a  new  committee.  I  think  it  altogether  probable  that  the  com- 
mittee on  miscellaneous  subjects  would  be  more  thoroughly  conversant 
with  this  subject  than  any  other. 

The  Prksidbnt  :  Is  the  motion  of  the  gentleman  from  Louisiana  (Mr. 
Gaines)  seconded  ? 

Mr.  Smith  :  I  hope  that  the  motion  of  the  gentleman  from  Missouri 
[Mr.  Harvey)  will  prevail.  The  subject  is  certainly  important  enou|[h 
BOW  that  it  has  come  up.  We  of  this  committee  when  we  were  auite 
harried  designated  these  different  subjects.  What  we  could  not  call  up 
and  specify  at  that  time,  we  threw  over  on  to  one  committee.  I  think 
this  subject  is  important  enough  now  to  come  out  of  that  committee.  I 
do  not  mean  from  those  particular  persons,  but  to  have  quite  a  large  com- 
mittee for  this  specific  and  especial  subject. 
I         Mr.  Gaimbs  :  1  withdraw  my  motion. 

I         Mr.  Painb  :  It  has  been  discussed  here  a  good  deal  among  the  people, 

I       if  not  at  the  board,  that  some  measures  should  be  taken  with  reference  to 

what  should  be  done  towards  those  companies  which  are  deeply  involved 

I       in  the  losses  by  the  Chicago  fire.    I  ask  the  mover  of  this  resolution  (Mr. 

Harvey,  of  Missouri,)   if  he  intends  to  embrace   that  subject  in    his 

motion  ? 

Mr.  Harvby,  of  Missouri :  That  is  chiefly  the  object  of  the  resolution. 
The  result  of  the  Chicago  fire  has  indicated  that  the  fire  insurance  com- 
panies need  the  benefit  of  the  people  just  as  much  as  the  actual  sufferers 
I       who  have  been  driven  out  of  their  homes.     We  want  to  find  out  if  there 

U  anj  elasticity  in  the  laws  which  can  be  extended  over  these  companies 

now,  and  if  not,  we  want  to  provide  it  in  the  future  that,  in  a  case  of  this 
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kind,  there  shall  be  some  ready  hand  in  the  state  which  will  help  to  lift 
companies  over  their  difficulties. 

The  question  was  then  taken  on  the  resolution  of  Mr.  Harvey, 
of  Missouri,  and  carried. 

Mr.  Sksblb:  The  miscellaneous  committee  is  composed  of  three 
persons ;  two  of  them  are  not  now  members  of  this  convention.  I  would 
suggest  that  the  president,  at  his  leisure,  fill  the  committee. 

The  Prbsidbnt  :  Will  the  gentleman  give  me  the  names  of  the  vacan- 
cies on  the  committee  ? 

Mr.  Skeels  :  Neither  the  gentleman  from  Minnesota  (Mr.  McGill)  nor 
the  gentleman  from  Pennsylvania  (Mr.  Foreter)  are  here. 

Mr.  Harvby,  of  Missouri :  I  was  about  to  move  that  the  president  of 
the  convention  fill  all  vacancies  which  exist  in  the  committees  already 
appointed,  and  that  one  member  be  added  to  each  committee. 

Mr.  Smitb  :  Before  that  motion  is  put  I  would  like  to  have  it  distinctly 
understood,  as  between  the  convention  and  the  committee,  that  I  am  on, 
whether  I  am  discharged.  I  asked  to  be  discharged  yesterday,  and 
understood  that  I  was.  If  I  am  to  remain  on  the  committee  any  longer  I 
do  not  see  what  I  can  do  in  general  legislation.  I  thought  I  had  done. 
I  submitted  my  report,  which  is  now  open  for  discussion,  and  to  the 
discussion  of  which  a  time  has  been  set.  I  do  not  consider  it  is  my 
especial  business  to  fight  for  it,  it  can  stand  or  fall  on  its  merits.  I  might 
answer  questions;  but  I  understood  that  that  committee  was  discharged. 

The  PRBsn>ENT :  The  report  was  received.  I  am  not  aware  that  there 
was  any  other  action  taken. 

Mr.  Row:  I  think  the  chairman  was  not  discharged.  I  intended  to 
move  that  the  committee  be  dJacharged,  but  I  did  not  do  so. 

Mr.  Painb  :  I  want  to  know  if  I  have  to  go  over  the  subject  of  assets 
again. 

Mr.  RbynoldIs  :  I  hope  that  no  committee  will  be  discharged  until  the 
adjournment  of  the  convention.  The  motion  that  has  just  been  made 
will  certainly  benefit  my  friend  from  Kentucky  (Gren.  Smith)  as  he  will 
get  an  additional  man  to  help  him  through.  I  suppose  that  when  the 
report  comes  up  for  discussion  he  will  stand  up  for  it,  and  by  having  an 
additional  member  on  his  committee  he  will  certainly  be  stronger. 

The  PRBSiDBirr:  I  wish  the  members  of  the  different  committees 
would  inform  me  if  there  are  any  vacancies  in  their  committees. 

Under  the  resolution  of  Mr.  Harvey,  of  Missouri,  I  appoint, 
as  the  committee,  Messrs.  Harvey,  of  Missouri,  Clarke,  of  Mas- 
sachusetts, and  Russell,  of  Iowa. 

Mr.  Facklbr,  special  delegate  from  Tennessee:  Is  there  anything 
before  the  convention  at  the  present  time? 

The  President:   Nothing  at  all.  ' 

Mr.  Fackler  :  I  would  suggest  that  a  resolution  laid  on  the  table  at 
the  last  session  be  taken  from  the  table,  adopted  and  referred  to  the  com- 
mittee on  legislation  for  their  action.  I  refer  to  the  resolution  presented 
by  Mr.  Skeels  and  found  at  the  bottom  of  page  120  of  the  official  pro- 
ceedings May  session,  1871.    The  resolution  is  as  follows : 

*'  fViereas,  a  century's  experience  in  this  country  and  England  has 
shown  that  insurances  on  the  lives  of  dependents,  or  of  those  whoRe 
existence  is  of  no  pecuniary  importance  to  others,  are  certain  to  lead  to 
crime  in  some  cases ;  and  though  it  is  not  possible  to  provide  against  rU 
such  occurrences,  it  is  practicable  to  prevent  the  extension  of  insurance 
beyond  the  age  at  which  most  men  become  non-producers,  if  not 
dependents;  therefore, 
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"  Raoivtd^  That  it  !•  desirable  for  all  states  to  enact  that  after  some 
conrenient  date,  no  policies  shall  be  issued  on  the  lives  of  their  citizens 
for  terms  extending  beyond  the  age  of  seventy-five  (75)." 

AH  persons  who  are  familiar  with  Wrieht*s  reports,  will,  I  think, 
recognize  the  importance  of  the  principle  that  is  embodied  in  this  reso- 
lution. Professor  Wright,  of  Massachusetts,  many  years  ago,  called 
attention  to  the  importance  of  some  such  legislation.  It  has  never  yet 
been  attained,  though  a  number  of  companies  have  endeavored  to 
become  popular,  b^  issuing  policies  terminating  at  the  age  of  seventy- 
five,  and,  in  fact,  discarded  whole  life  policies. 

Bat  the  fact  that  it  required  a  slightly  increased  rate  seemed  to  interfere 
with  the  popularization  of  the  feature.  As  yet,  we  have  ^had  very  few 
cases  where  an  insurance  company  have  extended  beyond  the  age  of 
tcrentj-five,  and  as  a  consequence,  there  have  been  very  few,  if  any 
cisei,  in  which  murder  has  resulted  from  the  desire  of  those  who  would 
profit  bj  the  termination  of  the  life,  or  in  any  way  bringing  about  the 
death  of  the  party  insured.  But  there  have  been  a  great  many  such 
cues  in  England,  where  there  are  insurances  on  lives  that  have  certainly 
2!tained  the  age  of  ninety-five;  and  although  as  vet  there  has  been  no 
demonstrative  necessity  for  anything  of  that  kind  in  this  country,  it  is 
veil  to  provide  against  the  necessity  which  will  no  doubt  soon  arise. 
Because  we  have  the  experience  of  England  in  this  respect,  in  regard  to 
old  persons,  and  we  have  the  experience  of  companies  in  this  country 
vith  regard  to  the  insurance  on  the  lives  of  wives,  where  there  have  been 
a  Dumber  of  wife-murders  to  obtain  the  sum  assured,  and  the  husband 
hu obtained  the  amount  of  the  policy.  I  therefore  move  that  this  resolu- 
tion be  taken  from  the  table  for  action. 

The  question  being  put,  the  resolution  was  taken  from  the 

table. 

The  Prksidknt  :  The  other  part  of  the  resolution  of  the  gentleman, 
((he  adoption  of  the  resolution  as  the  sense  of  the  convention,^  is  open 
f«'Tour  consideration.  I  would  like  to  hear  from  Greneral  Smith  on  this 
Rb)ect;  as  to  whether  it  comes  at  all  into  the  question  of  the  con- 
(ideration  of  the  mortality  table. 

Ur.  Smith  :  The  committee  were  discharged  yesterday,  and  we  have 
^t  taken  this  matter  into  consideration.  I  would  rather  it  should  come 
Wore  the  committee  as  suggested,  than  to  come  before  me  now.  I  think 
•tought  to  go  before  the  committee.  I  am  not  prepared  to  vote  on  it 
BTself  at  the  present  time. 

Mr.  Facxlsr  :  The  motion  was  that  it  go  to  the  committee  on  legisla- 

liOTl. 

The  PRKSIDKNT :  And  that  thev  incorporate  the  principles  of  the 
'c^Iution  in  a  law,  as  I  understand  the  resolution. 

Mr.  Facklbr  :  That  they  incorporate  the  principles  in  a  law. 

Mr.  Smith  :  Provided  that  when  the  subject  comes  before  the  conven- 
fionfor  discussion  and  is  discussed,  as  all  important  subjects  have  been, 
if  thej  choose  to  recommend  it.  AH  I  would  be  willing  now  to  agree  to 
*^l<i  be,  that  the  subject  go  before  this  committee,  and  that  we  agree 
^  take  it  up  as  we  do  everything  else ;  but  not  regard  it  as  a  matter 
finally  decided  by  the  convention  at  this  stage. 

Mr.  Pains  :  I  hope  that  we  shall  not  even  trouble  the  committee  with 
»e resolution.      I  cannot  see  why  we  should,  and  I  hope  that  we  shall' 
aot  trouble  the  committee  with  it. 

Mr.  Rkynolbs  :  I  move  that  the  resolution  be  referred  to  the  com* 
Buttee  on  legislation  for  consideration. 
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The  Prksidbmt  :  That  is  an  amendment  to  the  original  resolution  of 
the  gentleman  from  Tennessee  (Mr.  Fackler). 
Mr.  Facklkr  :  I  accept  that  amendment. 

The  question  was  taken  on  referring  the  resolution  to  the 
committee  on  legislation  and  carried. 

On  motion  of  Mr.  Breese,  the  convention  at  a  quarter  past  two 
o'clock  adjourned. 


THIRD  DAY. 


The  coQTention  met  at  half-past  lo  A.  M.,  the  President  in  the 
chair. 
Mr  Painb,  of  Maine,  then  read  the  following  report: 

The  committee  appointed  to  consider  the  subject  of  making  permanent 
the  organization  of  the  convention  beg  leave  to  report 

That  they  have  very  generally  consulted  the  views  of  its  different 
members  and  other  parties  interested  on  the  subject  of  insurance,  and 
are  unanimously  of  opinion  that  such  permanent  organization  is  desir* 
tbie.  The  committee  feel  that  all  the  members  of  the  convention  are  too 
strongly  impressed  with  the  great  benefits  which  thev  have  individually 
derived  from  the  sessions  already  held,  saying  nothing  of  the  results  to 
the  cause  of  insurance  generally,  to  make  necessary  any  argument  in 
support  of  their  conclusion.  Suffice  it  to  say  that  all  feel  stronger,  wiser, 
and  more  competent  to  perform  their  official  duties  at  home,  by  the  aid 
and  advice  which  their  mutual  association  here  has  elicited. 

The  only  serious  objection  which  seems  to  interpose,  is  that  arising 
from  the  expense  necessarily  consequent  upon  the  meetings  of  the  con- 
Tention.  With  reference  to  these  it  is  to  be  hoped  that  the  several  states 
will  see  the  interests  of  their  respective  people  sufficiently  involved  in  the 
movement  to  be  willing  to  pay  each  its  own  officer's  expenses  for  attend- 
ance. The  generous  character  of  the  insurance  press  of  the  country,  it 
is  thought,  will  warrant  the  conclusion  that  the  printing  will  be  done  by 
them  not  only  gratuitously,  but  thankfully  even.  It  is  also  concluded 
that  the  clerical  duties  of  secretary  who  may  be  one  of  the  convention's 
own  members,  if  so  please,  will  also  be  performed  on  the  same  liberal 
basis.  And  the  committee  do  not  hesitate  to  trust  the  generosity  of  the 
companies  to  afford  the  convention  the  use  of  proper  accommodations 
for  its  meetings.  At  all  events,  your  committee  have  not  felt  that  the 
objections  arising  from  this  cause  should  be  allowed  to  stand  in  the  way 
of  the  proposed  organization,  without  first  trying  the  experiment.  The 
history  of  the  convention  thus  far  certainly  justifies  no  ill  auguries  of  the 
future  in  this  particular. 

The  professed  object  of  the  convention  being  solely  for  the  purpose  of 
mutual  consultation,  it  would  seem  that  the  band  which  is  proposed  to 
bind  us  together  is  but  a  rope  of  sand.  Still,  it  is  hoped  and  confidently 
believed  that  it  will  prove  of  sufficient  strength  to  hold  for  years,  but  if 
otherwise,  that  little  harm  will  result  from  its  breaking.  It  is  to  be 
remembered  that  no  bonds  are  so  strong  as  those  unwritten  ones  of 
family,  neighborhood  and  friends^  mutually  dependent  upon  each  other's 
sjmpathies  and  good  offices. 
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Impressed  with  these  Tiews,  your  committee  herewith  submit  a  draft  of 
constitution  or  rules  for  the  organization  of  the  proposed  convention. 
All  which  is  respectfully  submited, 

Albert  W.  pAUiBf  Ckairmun^ 

MEMORANDUM   DRAFT   OF   A    CONSTITUTION. 

A  voluntary  association  by  the  name  of  the 

Nation Ai.  Insurance  Convention 

is  hereby  formed,  composed  of  the  several  officers  having  charge  of  the 
insurance  departments  oftheir  respective  states  and  territories,  or  persona 
deputed  by  them  respectively,  for  the  purpose  of  mutual  consultation  on 
matters  pertaining  to  their  general  superintendency.  In  states  and 
territories  where  no  such  department  exists,  the  governor  shall  have  the 
right  to  appoint  a  member. 

I. 

The  officers  of  the  association  consist  of  a  president,  vice-president  and 
secretary,  and  an  executive  committee  of  three,  of  which  the  president 
will  be  one  and  its  chairman ;  all  which  officers  are  chosen  by  ballot  at 
the  annual  meeting,  and  hold  office  until  others  are  elected. 

II. 

The  duties  of  president,  vice*president  and  secretary  are  such  as 
ordinarily  devolve  on  those  officers  in  similar  associations.  The  execu- 
tive committee  have  the  general  oversight  and  direction  of  its  affairs,  not 
within  the  province  of  the  other  officers. 

III. 

The  annual  meeting  of  the  association  is  held  on  the  third  Wednesday 
of  May,  at  such  place  as  the  executive  committee  appoints,  notice  where- 
of is  given  to  each  member  seasonably  by  the  secretary,  by  mail.  The 
association  may,  however,  by  vote  at  any  meeting  fix  the  time  or  place  of 
its  next  meeting,  in  which  case  notice  from  the  secretary  is  waived. 

nr. 

The  general  rules  for  the  government  of  the  association  at  its  meetings 
are  those  ordinarily  adopted  by  deliberative  assemblies,  each  state, 
territory  and  district  having  one  vote. 

V. 

Whenever  the  president  ceases  to  be  a  member,  the  vice-president 
takes  his  place,  and  becomes  a  member  of  the  executive  committee 
— and  when  both  cease  to  be  members,  the  next  in  order  of  the  executive 
committee  becomes  its  chairman,  the  remaining  member  or  members 
having  all  the  powers  of  the  committee  until  the  vacancies  are  filled. 
And  in  case  all  the  members  of  the  executive  committee  cease  to  be 
members  of  the  association,  tlie  secretary  fixes  the  place  of  meeting. 

VI. 

These  rules  may  be  amended,  or  annulled,  and  new  ones  adopted  at 
any  meeting  of  the  association. 

Mr.  Reynolds  :  I  move  the  acceptance  of  the  report. 

The  question  was  put  on  the  acceptation  of  the  report,  and 
carried. 


25 

Mr.  RBinicaj>s :  I  made  the  motion  to  have  the  report  received ;  and  I 
supposed  it  was  then  up  for  any  disposition  that  the  convention  would 
see  fit  to  make.  It  is  Ruggestecf  bjr  some  one  that  the  motion  should  be 
chiDged  to  acceptance  of  the  report,  and  it  be  laid  on  the  table  to  be 
tiken  up  at  some  future  time.     I  will  change  the  motion  in  that  way. 

BCr.  Painb  :  Mj  object  in  offering  it  this  morning  was  for  that  verj 
purpose :  That  it  might  be  offered  now,  laid  upon  the  table,  and  taken 
into  consideration  at  some  future  time. 

The  question  was  put  on  the  motion  of  Mr.  Reynolds,  as 
amended,  and  carried. 

Mr.  Smith  offered  the  following  resolution : 

Rt$oiv€dj  That  with  a  view  to  facilitate  the  business  of  the  conven- 
tion, all  resolutions  ^hall  be  offered  in  writing,  and  referred  without 
debate  to  the  appropriate  committees. 

The  question  was  put  on  the  resolution  of  General  Smith,  and 
carried. 

The  PftssiDENT:  I  have  filled  the  vacancies  which  have 
occurred  in  the  committees,  and  made  several  additions  as 
follows : 

To  committee  No.  i,  I  have  added  the  name  of  Mr.  Williams, 
of  Ohio.  In  place  of  Mr.  Woolford  on  committee  No.  2,  I  have 
put  Mr.  Clarke,  of  Massachusetts,  and  an  additional  member, 
Mr.  Gillespie,  of  Nebraska. 

Upon  committee  No  3,  Mr.  Harvey  was  substituted  for  Mr. 
BrinkerhofT,  at  his  own  request,  as  a  delegate  from  the  same 
state.    And  Mr.  Skeels,  of  California,  added. 

Mr.  Bacon,  of  Mississippi,  is  added  to  committee  No.  4. 

On  committee  No.  5,  all  the  original  members  are  absent,  and 
others  are  here  in  their  places.  On  that  committee  I  substituted 
for  Mr.  King,  who  was  the  former  chairman,  Mr.  Harvej*  from 
the  same  state.  I  also  name  Messrs.  Berry,  Strait  and  Alfriend 
as  the  other  members  of  that  committee. 

Committee  No.  6  is  on  miscellaneous  questions ;  and  on  it  the 
name  of  Mr.  Gaines  is  substituted  for  Mr.  McGill,  and  the  name 
of  Mr.  Russell,  of  Iowa,  added. 

Upon  resolution  of  Mr.  Harvey,  that  a  committee  of  three  be 
appointed  to  report  on  the  subject  of  winding-up  insolvent  com- 
panies, I  would  name  as  the  committee  Mr.  Harvey,  Mr.  Clarke,. 
of  Massachusetts,  and  Mr.  Kelsey,  of  New  Jersey. 

Mr.  Brbbsb  :  Before  the  consideration  of  the  special  order  of  the  day, 
I  would  say  that  the  committee  on  taxation,  fees  and  deposits  have  failed 
to  fully  agree  upon  their  report  at  the  last  session.  I  would  like  to 
have  the  subject  re-committed  to  them  at  this  time. 

Tax  Prksii>bnt  :  Do  you  make  that  as  a  motion? 

Mr.  Brxbss  :  I  do. 
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The  question  was  put  on  motion  of  Mr.  Breese  and  carried. 

Mr.  Caldwbli.  :  I  would  also  ask  that  the  report  of  the  minority  be 
re-committed. 

The  PRKSiDBirr :  I  put  the  question  in  that  form.  It  carries  the  whole 
subject  matter. 

Mr.  Hartranpt  :  I  did  not  expect  to  be  present  at  the  session  of  ths 
convention,  and  I  appointed  as  my  substitute,  Mr.  J.  B.  Ecclesine,  of  the 
JVrw  ITork  UMderwrtUr.  He  desires  to  be  heard  upon  these  questions 
involved  in  the  report,  which  will  be  under  discussion  to-da/.  He  is  not 
present  now.  I  was  going  to  ask  that  when  the  report  was  taken  up  he  be 
permitted  to  make  some  remarks ;  that  when  he  comes  he  can  take  th^ 
floor  at  any  time  he  sees  proper. 

The  Prbsidkmt  :  I  am  informed  by  the  secretary  that  this  report  was 
to  be  taken  up  at  the  hour  of  twelve.    That  hour  has  not  yet  arrived. 

Mr.  Hartranft  :  That  was  my  understanding.  I  hope  that  he  will  be 
permitted  to  express  his  views  on  the  subject. 

The  Prbsidbnt  :  I  suppose  there  is  no  objection.  Mr.  Hartranft,  *:he 
gentleman  from  Pennsylvania,  can  substitute  Mr.  Ecclesine  on  the  subject. 

Mr.  Paine  :  I  would  be  in  favor  of  granting  the  request,  Mr.  Presidr.nt, 
were  it  not  for  the  evil  of  the  precedent.  I  hope  that  the  motion  will 
not  be  adopted ;  otherwise  the  door  will  be  thrown  open  for  any  onui  to 
discuss  this  matter.  We  will  of  course  grant  to  Mr.  Ecclesine  or  any 
other  gentleman  the  privilege  of  coming  in  here  as  an  act  of  courtesy ; 
but  if  we  should  throw  our  doors  open  to  everybody,  we  will  never  get 
through. 

The  PRKSIDKNT :  There  is  no  motion  before  the  house. 

Mr.  RussKLL :  I  understand  that  there  is  no  business  now  before  the 
convention;  the  gentleman  from  Maine,  Mr.  Paine,  has  lust  made  a 
report  upon  permanent  organization,  which  lies  upon  the  tablw.  I 
suppose  there  is  no  objection  to  consider  that  report  now,  as  well  as  at  any 
future  time.  I  would,  therefore,  move,  sir,  that  the  report  be  taken  from 
the  table  and  considered  now  b^  the  convention. 

Mr.  Caldwell:  For  myself  I  do  not  feel  prepared  to  vote  on  that 
question.  I  think  that  the  report  of  the  committee  is  correct.  But  there 
are  some  facts  connected  with  permanent  organization  which  I  desire 
for  myself  to  think  about.  I  think  we  would  lose  nothing  by  postponing* 
this  matter  at  least  for  a  day  or  two ;  and  taking  up  something  else  that 
we  can  discuss.  We  have  never  talked  of  this  matter  among  ourselves ; 
and  therefore  I  am  opposed  to  taking  up  the  report  at  the  present  time. 

Mr.  Russell:  I  presume  sir,  that  the  members  of  the  convention 
would  be  as  ready  to  consider  now,  as  at  any  other  time,  what  they  pro- 
pose to  do  in  reference  to  this  matter  of  permanent  organization.  For 
myself,  I  came  here  to  transact  some  business.  The  convention  has  very- 
little  to  do  this  morning,  and  I  cannot  see  why  we  could  not  arrive  at  a 
conclusion  in  relation  to  this  matter  now,  as  well  as  at  any  future  time. 
We  have  had  the  matter  considered  by  the  committee,  and  they  have 
made  their  report;  and  I  suppose  that  report  will  be  the  basis  on  which 
we  act  when  we  go  into  a  discussion  of  the  matter.  The  gentleman 
from  Maine,  (Mr.  Paine),  has  no  objection  to  taking  it  up  now.  For  my 
own  part,  I  would  rather  see  it  disposed  of  now — I  would  rather  see  the 
convention  accomplish  something — get  done  with  business  and  then 
go  home. 

The  question  was  then  put  on  the  motion  of  Mr.  Russell,  and 
carried. 

The  secretary  read  the  report  of  the  committee  on  permanent 
organization. 


Mr.  Rktmoum  :  I  more  the  adoption  of  the  report 

Mr.  Cai.dwbi.1.  :  Mr.  President,  I  would  suggest  that  we  have  not  heard 
a]i  the  report.     The  constitution  must  also  be  read. 

Mr  RxYHOU>s :  I  think  the  report  has  been  read.  The  constitution  is 
a  different  matter. 

The  Prksidxht  :  Excuse  me  for  the  suggestion,  but  I  supposed  this 
recommendation  of  a  permanent  organization  would  elicit  some  discus- 
iion,  and  that  there  were  different  views  on  the  subject.  I  hope  the 
members  of  the  convention  will  have  no  hesitation  in  expressing  their 
riews.  If  the  sentiment  is  unanimous  in  favor  of  it,  then  the  constitution 
18  a  mere  matter  of  detail. 

Mr.  Rkynolds  :  The  reason  that  I  make  this  motion  is  simplj  that  at 
this  6tage  of  the  proceedings  we  can  determine  whether  or  not  we  are  going 
to  perpetuate  our  organization.  And  before  the  adoption  or  even  the 
consideration  of  a  constitution,  it  would  be  very  important  for  us  to  deter- 
•  mine,  as  members  of  the  convention,  whether  or  not  we  propose  to 
continue  it;  and  whether  it  is  our  unanimous  expression.  For  one,  I  feel 
that  it  is  very  important;  but  still,  if  there  is  much  opposition  to  it  from 
different  sections  of  the  country,  I  think  it  would  be  needless  to  adopt  a 
constitution,  and  enter  upon  an  organization  that  will  fail  on  account  of 
the  want  of  interest  in  the  different  states  of  the  Union.  If  we  can  feel, 
however,  that  the  different  sections,  north,  Kouth,  east,  and  west,  take  an 
interest  in  this  convention  and  this  voluntary  organization,  then  it  can 
be  adopted,  if  not  for  a. perpetual  organization,  at  least  for  years. 

The  Prssidbnt  :  Does  any  other  gentleman  wish  to  be  heard  on  this 
subject? 

Mr.  Brsrsk  :  The  carrying  on  of  this  motion  will  determine  the  ques- 
tion whether  the  convention  shall  continue  or  not — will  it  not? 

The  Prssidbnt:  Whether  or  not  we  propose  to  form  a  permanent 
organization. 

Mr.  W.  £.  Harvxt  :  Will  the  adoption  of  the  motion  include  the  adop- 
tion of  the  by-laws  and  constitution. 

The  Prxsidknt  :  No,  sir. 

Mr.  W.  E.  Harvky  :  I  am  in  favor  of  having  a  vote  taken.  I  think  the 
report  of  the  committee  is  outside  of  the  Question  of  a  constitution. 

The  F^Bsii>BNT :  That  is  the  motion  as  it  now  stands ;  that  a  general 
organization  is  desirable  to  be  formed. 

The  question  was  then  taken  upon  the  motion  of  Mr.  Re3mold8, 
and  carried  unanimously. 
The  Secretary  then  read  the  constitution. 

Mr.  Pajnb  :  A  vote  having  been  already  taken  in  favor  of  the  organi- 
zation, it  has  been  suggested  to  me  as  an  amendment,  which  I  think  very 
appropriate,  namely,  to  have  the  whole  subject  laid  on  the  table.  Mem- 
bers may  then  get  ready  and  make  such  amendments  as  they  see  ^t.  I 
think  it  would  be  better  if  they  would  allow  the  matter  to  lie  on  the 
table  now,  and  take  up  something  else. 

Mr.  Harvby,  of  Missouri :  I  would  say  that  a  portion  of  the  first 
lection  of  the  constitution  to  which  my  attention  has  been  directed  needs 
correction;  and  I  think  that  the  constitution  had  better  lie  upon  the 
table  for  further  consideration  before  being  acted  upon.  *'In  states  and 
territories  where  no  such  department  exists,  the  governor  shall  have  the 
right  to  appoint  a  member;  and  any  member  may  act  by  proxy,  or 
appoint  a  substitute. "  It  is  well  enough  for  a  supervising  officer  to 
■ppoint  a  proxy  as  a  member  of  the  convention,  by  special  appointment 
bj  the  governor  or  otherwise ;  but  I  do  not  approve  of  members  appoint- 
ing proxies.  My  motion  then  is  that  the  remaining  part  of  the  report 
not  now  acted  upon  lie  upon  the  table  and  be  printed. 
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The  question  was  put  on  the  motion  of  Mr.  Harvey,  of  Missouri, 
and  carried. 

Mr.  Harvey,  of  Missouri :  I  request  the  privilege  of  making  a  littlt; 
statement  in  view  of  the  probable  future  action  of  the  convention  on  the 
subject  of  permanent  organization.  I  received  a  letter  from  Mr.  King, 
superintendent  of  the  insurance  department  of  the  state  of  Missouri,  in 
which  he  requests  me  to  let  him  know  immediately  by  telegraph  if  there 
is  to  be  a  session  of  the  convention  next  year.  If  so,  it  is  the  desire  of 
the  department  of  insurance,  and  of  the  insurance  companies  of  St. 
Louis,  to  have  it  held  in  that  city. 

Mr.  Harvey,  of  Missouri,  on  behalf  of  the  committee  on  dividends, 
expenses  and  appointment  of  attorneys,  requested  that  the  report 
formerly  made  oy  that  committee  be  recommitted.  I  notice  in  the 
official  proceedings  that  after  the  reading  of  the  report  in  the  May 
session  it  says :  **  The  report  was  received  and  ordered  to  be  printed.** 
I  can  find  nowhere  that  any  further  action  was  taken,  except  that  on  the 
last  day  a  resolution  was  offered  by  the  president  of  the  convention 
which  reads  as  follows  : 

*'  WJkereas,  This  convention  has,  after  ten  days  of  arduous  devotion  to 
the  various  important  subjects  submitted,  arrived  at  definite  conclusions 
upon,  and  recommended  the  adoption  in  the  several  states,  of 

'*  Uniform  forms  of  annual  statements,  to  be  used  by  fire,  life  and 
marine  companies; 

''The  requirement  of  deposits  of  companies,  only  in  the  states  where 
they  are  organized ; 

*'  The  appointment  of  but  one  attorney  by  each  company  in  each  state, 
where  it  transacts  business,  to  receive  service  of  process;"  etc 

It  is  a  part  of  this  report;  and  it  seems  to  be  the  only  part  of  the  report 
that  was  adopted  by  the  convention.  I  notice  another  thing;  that  this  is 
a  committee  on  dividends,  expenses  and  the  appointment  of  attorneys — I 
think  there  has  been  somethin^^  omitted ;  and  we  would  like  to  take  the 
report  for  the  purpose  of  revising. 

The  question  was  put  on  the  motion  of  Mr.  Harvey,  of  Missouri, 
and  carried. 

Mr.  Gaines  :  Inasmuch  as  the  committee  on  general  legislation  have 
it  in  mind,  I  believe,  to  prepare  a  skeleton  bill,  showing  the  views  of  the 
convention,  and  inasmuch  as  they  cannot  get  the  views  of  the  conven- 
tion except  by  the  convention's  action  on  the  reports  of  the  committees 
on  the  various  subjects,  I  inquire  of  gentlemen  more  experienced,  and 
who  have  been  longer  in  attendance  on  the  convention  than  myself, 
whether  it  would  not  be  best  to  have  all  these  committees  report  to  them, 
and  have  their  reports  embraced  in  the  subject  of  general  legislation.  If 
necessary,  the  reports  of  these  committees  might  be  submitted  to  the 
convention  at  the  same  time  with  their  report  as  ev.dence  of  the  basis  on 
which  their  report  is  made.  They  certainly  can  do  nothing  until  these 
details  are  acted  upon  by  somebody. 

The  President  :    Do  you  make  that  as  a  motion  ? 

Mr.  Gaines  :  I  hardly  feel  justified  in  moving,  for  I  am  not  informed 
as  to  the  perpetuity  of  it. 

Mr.  Caldwell:  I  doubt  the  propriety  of  the  standing  commit- 
tees appointed  reporting  to  another  committee.  There  are  certain 
principles  —  great  principles  —  connected  with  this  matter  of  insurance 
that  have  been  parceled  out  to  the  various  committees,  and  they  have 
them  under  consideration.  It  strikes  me  that  the  only  intellio^ent  way  of 
disposing  of  these  matters  would  be  to  have  them  report  to  this  conven- 
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ti<m,  and  let  it  act  upon  them,  and  then  refer  to  the  committee  if 
desirable.  I  am  opposed  to  anj  plan  such  as  the  gentleman  has 
suggested,  believing  it  to  be  contrary  to  the  usual  or  common  custom. 

Mr.  Gaimks:  I  move  that  all  of  the  committees  be  instructed  to 
report  on  Monday,  and  that  the  reports  of  the  committees  be  made  the 
order  of  the  daj  for  that  day. 

The  pRxsiBSMT :  The  motion  now  is  by  the  gentleman  from 
Louisiana  (Mr.  Gaines),  that  all  standing  committees  be  instructed  to 
report  on  Monday  next. 

Mr.  Gaixss:    Except  the  committee  on  legislation. 

The  Prbsidknt  :    Except  the  committee  on  legislation. 

The  question  was  put  on  the  question  of  Mr.  Gaines  and 
carried. 

The  Prssidkmt  :  The  hour  of  twelve  o'clock  has  now  arrived,  and,  bj 
a  resolution  of  the  convention,  the  report  of  the  committee  on  rates  of 
interest  and  tables  of  mortality  is  before  the  convention  for  consideration 
as  the  regular  order. 

I  think*  gentlemen,  it  would  be  proper  for  the  secretary  to  read  the 
various  conclusions  of  the  report  —  the  results  arrived  at. 

The  seicretary  will  now  proceed  to  read  the  conclusions  of  the  commit- 
tee on  fire  insurance,  on  page  two  of  the  printed  report. 

The  Secretary  read  as  follows : 

"  Your  committee  have  now  the  honor  to  make  the  following  report 
and  recommendations  in  reference  to  the  re-insurance  reserve  that 
should  be  held  by  fire  and  marine  and  inland  insurance  companies. 

*'  On  marine  and  inland  navigation  risks,  the  whole  of  the  premiums 
received  on  all  unexpired  risks  should  be  charged  as  a  liability,  and  held 
as  an  insurance  reserve.  Fifty  per  cent  of  the  premiums  received  on 
unexpired  fire  risks,  having  one  year  or  less  to  run,  and  b.  pro  rata  of 
the  premiums  on  fire  policies  having  more  than  one  year  to  run,  should 
be  charged  as  a  liability,  or  re-insurance  reserve;  provided  that  the  fire 
re-insurance  reserve  shall  not  be  less  than  forty  per  cent  of  the  premiums 
received  during  the  year. 

'*We  have  found  no  data  upon  which  to  designate  what  the  rate  of 
premium  for  fire  and  marine  insurance  ought  to  be,  in  all  cases,  in  order 
to  enable  the  company  to  carry  out  its  contracts;  but  we  have  concluded 
to  incorporate  in  this  report  some  general  facts  bearing  upon  this 
subject,  leaving  the  question  of  rate  of  premium  to  be  at  present  decided 
between  the  companies  and  the  insured. 

**  The  statement  is  made  by  high  authority  that '  the  rates  charged  by 
different  companies  differ  materially ;  and,  as  a  rule,  the  weaker  a  com- 
pany is,  the  lower  are  its  charges  for  insuring.'  This  fact,  taken  in 
connection  with  the  great  variety  of  classes  and  rates  of  risks  in  any  one 
company,  owing  to  the  more  or  less  perishable  nature  of  different  kinds 
of  property,  has  resulted  in  the  opinion  that  **the  great  unsolved,  and, 
in  the  present  condition  of  statistics,  unsolvable  problem,  (in  fire  insur- 
ance,) is  the  true  and  necessary  amount  to  be  retained  as  a  reinsurance 
fund.'  Again,  it  is  stated  *  there  have  never  been  any  mortality  tables 
made  up  from  the  combined  experience  of  fire  companies.  The  materials 
therefor  have  not  been  deemed  congruous  by  those  who  have  classified 
them.  In  point  of  fact,  one  company  may  be  actually  charging  rates 
that  yield  a  handsome  profit,  and  another  maybe  doing  the  opposite; 
but  there  is  no  accepted  standard;  and  we  will  be  compelled  to  leave  the 
question  of  the  adequacy  or  inadequacy  of  rates  charged  by  particular 
companies  for  the  log^c  of  events  to  decide,  and  assume  that  they  are 
correct  for  the  purposes  of  calculating  reserves." 
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It  may,  however,  be  assumed,  as  an  approximate  general  rule,  that  the 
average  of  fire  premiums  to  the  amount  insured  is  not  far  from  one  per 
cent.  That  is,  for  $ioo  insured,  $i  is  paid  in  premiums.  That  of  every 
dollar  paid  in  premiums  sixty  cents  go  to  pay  losses,  thirty  cents  to  pajr 
expenses,  and  ten  cents  to  produce  profits. 

All  persons  connected  in  any  way  with  fire  insurance  should  constantly 
remember  that  *  the  oscillations  of  loss  from  this  average  in  different  years, 
is  fearful;  and  the  oscillations  of  loss  of  individual  companies  in  various 
years  is  far  greater  that  the  oscillations  of  the  average  of  companies.' 

It  should  never  be  forgotten  that  one  great  fire  may  irretrie-v  ably  bank- 
rupt, in  a  few  hours,  any  fire  insurance  company  that  allows  its  risks  to 
accumulate  within  the  limits  of  *  a  sweeping  conflagration.' 

In  addition  to  the  fire  reinsurance  reserve  fund  above  named,  it  is 
deemed  to  be  prudent  and  wise  that  fire  companies  should,  as  rapidly  ms 
practicable,  accumulate  an  extra  reserve  fund.  This  will  make  the  cona- 
panies  '  stronger  and  more  trustworthy.'  To  provide  this  extra  reinsur- 
ance fund,  in  addition  to  that  designated  by  law,  it  is  recommended  that 
no  dividend  greater  than  lo  per  cent  for  any  one  year  shall  be  made  upon 
the  full  paid  cash  capital  until  after  the  reinsurance  fund  is  equal  to  the 
whole  amount  of  premiums  received  on  all  unexpired  fire  risks.  And  it 
will  be  recognized  by  policyholders  as  a  wise  and  commendable  business 
rule  for  large  companies  to  still  further  increase  their  extfaordinary 
reserve  in  times  of  prosperity,  that  they  may  the  more  safely  encounter 
the  storm  that,  sooner  or  later,  will  come  to  test  their  soundness  and 
strength.  It  is  recommended,  in  order  to  facilitate  examinations  of  fire 
insurance  companies  by  f^tate  supervisory  officers,  that  the  companies  be 
required  to  keep  books  of  expiration,  so  that  at  any  time  the  unexpired 
risks  can  be  at  once  determined  and  the  leeal  reinsurance  reserve  known." 
The  PRBSIDKNT :  Gentlemen,  what  will  you  do  with  this  part  of  the 
report? 

Mr.  Harvsy,  of  Missouri :  I  am  sorry  to  find  so  many  men  too  modest 
to  speak ;  I  do  not  like  to  be  on  the  floor  so  much,  but  I  think  we  oug^ht 
to  get  on  with  the  business;  I  move  that  so  much  of  the  report  as  has 
been  read  be  adopted  as  the  recommendation  by  this  convention  for  the 
several  states. 
,    Mr.  Row :  I  support  it. 

Mr.  Shbphsrd  :  Would  it  not  be  better  to  embody  the  substance  of 
that  passage  in  a  resolution.  It  seems  to  me  it  would  have  far  more 
weight  if  the  statement  were  put  in  a  few  words  so  that  '^  he  who  runs 
may  read."  If  this  report  is  sent  out  as  the  sense  of  this  convention  it 
will  probably  go  as  only  so  much  waste  paper;  whereas,  if  the  matter 
were  put  in  a  succinct  form  so  that  any  one  could  understand  it,  it  is  not 
impossible  it  would  have  some  weight,  and  probably  produce  such  action 
a^  would  be  to  the  interests  of  the  insurance  community. 

Ml*.  Harvey,  of  Missouri :  I  would  simply  say  that  I  suppose  the 
secretary  will  enter  in  the  proper  place  so  much  of  this  report  as  has  just 
been  read,  as  well  as  the  action  of  the  convention  on  that  recommenda- 
tion of  the  committee.  It  is  the  recommendation  of  the  convention  that 
that  report  will  be  eliminated  from  the  report,  and  go  in  the  official 
proceedings.  There  is,  perhaps,  a  little  more  than  there  than  ought  to 
be,  but  at  the  same  time,  some  of  our  legislators  will  want  to  see  these 
reasonings. 

The  Prssidbnt  :  It  would  be  better  that  the  net  result  of  the  report 
be  stated  in  the  resolution. 

Mr.  Harvey,  of  Missouri :  I  will  change  the  motion,  if  you  please, 
and  put  it  in  this  form  : 

^*  First:  JResolved^  Thtit  on  marine  and  inland  navigation  risks,  the 
whole  of  the  premiums  received  on  all  unexpired  risks  should  be  charged 
as  a  liability,  and  held  as  an  insurance  reserve." 
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Indading  the  fint  paragraph.    Then 

*^  R€solv€dy  That  in  addition  to  the  fire  re-insurance  reserve  fund 
ibore  named,  it  is  deemed  to  be  prudent  and  wise  that  fire  companies 
should,  as  rapidly  as  practicable,  accumulate  an  extra  reserve  fund." 

And  include  the  whole  of  that  paragraph  in  the  resolution. 

The  Prbsident  :  Anv  reference  to  keeping  any  expiration  books  and 
the  payment  of  dividends  ? 

Mr.  Harvby,  of  Missouri :    Yes,  sir;  that  is  in  the  last  paragraph. 

Mr.  Rkynolds  :    That  is  not  in  the  last  paragraph. 

The  Prrsidbmt:  I  think  it  would  be  better  for  the  gentleman  to 
reduce  his  motion  to  writing. 

You  understand,  gentlemen,  the  purport  of  the  resolution ;  while  the 
gentleman  is  reducing  it  to  form,  anj  remarks  on  the  subject  will  be  in 
order.  This  a  great  question,  and,  perhaps  it  is  proper  that  I  should 
state  here,  as  representing  the  state  of  New  York,  that  this  report 
substantially,  ancl,  I  believe,  almost  word  for  word,  repeats  the  existing 
law  of  this  state  as  the  rule  in  the  case  of  fire,  marine  and  inland  naviga- 
tion insurance.  The  rule  now  is  to  require  a  reserve  of  fifty  per  cent  of 
unearned  premiums,  or  the  whole  of  the  annual  premiums  of  marine. 
And  the  same  regulation  as  here  recommended  in  relation  to  dividends  is 
now  a  part  of  the  statute  of  this  state.  Before  a  company  can  declare 
anj  dividend  exceeding  ten  per  cent,  it  must  reserve,  not  only  fifty  per 
cent,  but  the  total  amount  of  annual  premiums  received.  There  is  no 
statute  regulation  in  this  state,  however,  on  the  subject  of  keeping  any 
form  of  books  in  relation  to  the  expiration  of  risks.  And  I  may  here  be 
allowed  to  state,  perhaps,  that  I  have  met  with  companies  in  the  course  of 
my  investigations,  in  whose  cases  I  thought  the  existence  of  such  a  regula- 
tion would  prove  beneficial.  I  have  known  of  companies  in  this  state  which 
kept  no  books,  and  where  it  was  almost  impossible,  within  any  reason- 
able time,  to  arrive  at  the  facts  in  relation  to  this  subject  It  involves 
little  trouble,  and  everv  company,  in  my  humble  opinion,  should  be 
required  to  keep  books  from  which,  in  a  few  hours  at  farthest,  any  person 
conversant  with  figures  could  arrive  at  the  conclusions  of  this  subject, 
and  know  what  the  unexpired  risks  of  a  company  were.  For  myself,  it  is 
perhaps  unnecessary  to  say  that  I  favor  these  recommendations  —  all  of 
them  — and  I  hope  that  they  will  pass  with  unanimity. 

Mr.  Harvsy,  of  Missouri :    I  oner  the  following  resolution  : 

Rtsolvedy  That  this  convention  recommends  the  following :  On  marine 
and  inland  navigation  risks,  the  whole  of  the  premiums  received  on  all 
unexpired  risks  should  be  charged  as  a  liability  and  held  as  an  insurance 
reserve.  Fifty  ]>er  cent  of  the  premiums  received  on  unexpired  fire  risks, 
having  one  year  or  less  to  run,  and  Kfro  rata  of  the  premiums  on  fire 
policies  having  more  than  one  year  to  run,  should  be  charged  as  a 
liability,  or  reinsurance  reserve;  provided  that  the  fire  reinsurance 
reserve  shall  not  be  less  than  forty  per  cent  of  the  premiums  received 
during  the  year.  ^ 

R€9olv€d^  further,  That  in  addition  to  the  fire  re-insurance  reserve 
fund  above  named,  it  is  deemed  to  be  prudent  and  wise  that  fire  com- 
panies should,  as  rapidly  as  practicable,  accumulate  an  extra  reserve 
fund.  To  provide  this  extra  re-insurance  fund,  in  addition  to  that 
designated  by  law,  it  is  recommended  that  no  dividend  greater  than  ten 
per  cent  for  any  one  year  shall  be  made  upon  the  full  paid  cash  capital 
until  after  the  re-insurance  fund  is  equal  to  the  whole  amount  of  pre- 
miums received  on  all  unexpired  fire  risks.  It  is  recommended,  in  order 
to  facilitate  examinations  of  fire  insurance  companies  by  state  super- 
visory officers,  that  the  companies  be  required  to  keep  books  of  expira- 
tion, so  that  at  any  time  the  unexpired  risks  can  be  at  once  determined 
and  the  legal  re-insurance  reserve  known. 
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The  question  was  put  on  the  resolution  of  Mr.  Harvey,  of 
Missouri,  and  carried. 

The  Secretary  then  read  the  summary  at  the  close  of  the 
printed  report  of  the  committee  on  rate  of  interest,  rate  of  mor- 
tality, etc.,  as  follows : 

Summary. 

We  respectfully  recommend  that  this  convention  approve  the  Ameri* 
can  experience  table  of  mortality  and  four  and  a  half  per  cent  interest 
per  annum  as  the  data  now  proper  to  be  designated  by  law  in  each  of 
the  states,  as  the  basis  for  calculating  net  premiums  and  net  values  of 
life  insurance  policies.    That  the  Valuation  of  policies  be  made  seriatim. 
And  that,  on  the  3xst  day  of  December  in  each  year,  every  company  be 
required  to  show  that  it  has  on  hand,  to  the  credit  of  each  of  its  policies 
then  in  force,  an  amount  of  bona  fide  assets  equal  to  the  net  value  o€ 
each  policy  on  that  day,  computed  upon  the  table  of  mortality  and  rate 
of  interest  designated  above.    This  excludes  from  the  accounts  *<  policies 
not  taken,*'  **  unpaid  premiums,"  and  '*  deferred  premiums." 

We  report  that  a  surrender  charge  does  not  pertain  to  nei  valuations, 
but  belongs  to  what  has  been  called  the  '* commercial  aspects"  of  life 
insurance,  or  the  ordinary  business  matters  of  expenses,  profit,  etc., 
which  do  not  enter  into  calculations  o{  nei  values;  and  that  surrender 
charge  is  a  proper  subject  for  specific  agreement,  to  be  expressed  in  the 
terms  of  the  contract  made  between  companies  and  policyholders.  So 
far  as  net  calculations  can  go,  the  surrender  value  at  any  time  is  the  net 
value  of  the  policy  at  the  time. 

Instead  of  attempting  to  introduce  uniformity  in  the  designations  of 
the  present  great  variety  of  policies,  we  urgently  advise  the  companies 
and  the  policyholders  to  greatly  reduce  the  present  number  of  different 
kinds  of  policies. 

We  recommend  the  acceptance  by  each  state  department  of  the  valua- 
tions made  by  any  other  state  department,  (in  which  the  companies  were 
incorporated,)  when  properly  performed  on  sound  and  recognized  prin- 
ciples and  legal  basis  as  above;  and  that  the  'Mist  of  policies  and 
securities "  required  in  detail  in  the  annual  statements,  be  made  to  one 
state  department  only,  (to  the  state  under  whose  laws  the  company  was 
organized,  and  which  has  at  the  time  a  regularly  organized  insurance 
department;)  provided  the  company  shall  furnish  to  the  departments  of 
other  states  a  certificate  of  the  commissioner  or  superintendent  of  such 
state  department,  setting  forth  the  existing  value  of  all  its  outstandings 
policies  on  the  data  designated  above;  and  that  every  company  that  fails 
promptly  to  furnish  the  certificate  aforesaid,  shall  be  required  to  make 
full  detailed  lists  of  policies  and  securities  to  the  insurance  department 
of  every  state  in  which  it  may  have  been  transacting  business  during  the 
year  for  which  the  statement  is  made;  and  shall  be  liable  in  each  state 
for  all  charges  and  expenses  consequent  upon  not  having  furnished  the 
certificate  of  valuation  referred  to. 

We  recommend  that  the  power  be  reserved  to  the  principal  insurance 
officer  of  each  state  to  examine,  or  cause  to  be  examined,  every  detail  of 
the  business  of  any  company  transacting  business  of  insurance  within 
that  state,  whenever,  in  his  judgment,  such  examination  is  required  by 
the  interests  of  the  policyholders  of  such  company. 

Your  committee  desire  that  it  be  understood  we  do  not  ask  that  thia 
convention  shall  recommend  that  the  legislatures  of  the  respective  states 
pass  any  laws  abrogating  the  terms  of  existing  legal  contracts  for  insur- 
ance. We  have  had  in  view  the  proper  future  control  of  this  business, 
so  far  as  it  was  referred  to  us  by  this  conventi  jn. 
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Mr.  Harvst,  of  Illinois,  moved  as  an  amendment  that  the 
actaaries'  table  of  mortality  and  interest  at  four  per  cent  be 
substituted  for  the  table  of  mortality  and  rate  of  interest  recom- 
mended by  the  committee  on  valuation,  etc.,  for  the  basis  of 
deteraiining  the  reserve  to  be  held  by  the  life  insurance  com- 
panies. The  motion  was  seconded  by  Mr.  Clarke,  of  Massa- 
chusetts. 

Mr.  Rbynolds,  of  Alabama,  moved,  as  an  amendment  to  the 

amendment  of  Mr.   Harvey,  that  the  convention  approve  the 

American  experience  table  of  mortality,  and  four  and  one  half 

per  cent  interest,  as  the  data  to  be  designated  by  law  in  each  of 

the  states  as  the  basis  for  calculating  net  premiums  reserves  and 

net  valuation  of  life  insurance  policies. 

Mr.  Harvky,  of  Illinois :  There  is  now  before  the  convention  a  propo- 
sition for  valuation  upon  the  American  table  of  mortality,  and  4}i  per 
per  cent  Interest;  also  a  proposition  for  valuation  upon  the  actuaries' 
rate  of  mortality  and  4  per  cent  interest.  The  difference  between  the  two 
tables  will  be  about  8  per  cent  on  the  amount  of  reserve  to  be  held  upon 
contracts  of  life  insurance.  I  would  like,  Mr.  President,  if  the  convention 
vill  consent,  that  Mr.  Hewitt,  the  editor  of  Tiie  Insurance  Chronicle,  ok 
Chicago,  who  has  examined  this  subject,  and  with  whom  I  have  had 
tome  conversation  in  regard  to  it,  be  allowed  to  address  the  convention. 
He  will  speak  for  me  in  this  matter;  and  I  therefore  move  that  he  be 
ioTited  to  address  the  convention  upon  the  subject. 

Mr.  Facklkr,  of  Tennessee,  moved  that  Mr.  Sheppard  Homans 
be  requested  to  address  the  convention  to  day  on  the  subject  con- 
sidered by  the  committee  on  valuations,  if  he  thinks  it  desirable 
to  do  so, 

Mr.  Harvby,  of  Illinois :  The  convention  has  listened  to  the  very  able 
arguments  in  favor  of  a  6  per  cent  valuation,  and  we  have  had  very  few 
ytt  in  favor  of  the  actuaries'  4  per  cent. 

Mr.  Shbphbrd,  of  the  District  of  Columbia,  moved  that  each 
delegate  be  allowed  to  express  his  views  upon  the  subject  matter 
before  the  convention,  either  peronally  or  by  proxy,  and  that  each 
be  allowed  thirty  minutes. 

Mr.  Rkykolds,  of  Alabama :  I  hope  that  the  last  resolution  will  not  be 
adopted.  Since  I  have  been  here  there  have  been  at  least  three  appli- 
cations made  to  me  for  parties  to  come  before  this  convention  to  present 
their  views ;  and  I  have  no  doubt  but  each  one  of  them  believes,  and  per- 
haps truly,  that  he  has  valuable  information  to  impart.  But  if  we  hear 
all  the  speeches  that  people  desire  to  make  on  this  subject,  we  will  not 
adjourn  before  December. 

Mr.  Painb,  of  Maine :  I  move  that  the  speaking  be  limited  to  twenty 
minutes.  Several  of  the  gentlemen,  whose  names  have  been  called  here, 
are  these  six  per  cent  men,  men  who  have  been  talking  to  all  of  us^ 
certainly  to  me — all  through  the  vacation.  I  have  got  a  desk  full 
mjself  of  their  documents.     Mr.  Homans  has  got  one  speech  and  two 
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etsajt  in  that  book,  and  I  have  got  a  lot  more  of  the  documenta  at 
home  that  I  have  read  and  re-read;  and  they  kept  coming  thicker  and 
thicker  until  this  convention  convened,  and  I'hnve  had  them  pouring^  in 
upon  me  here.  I  am  willing  to  extend  all  the  courtsey  that  ought  to  be 
extended  to  these  men,  but  I  left  home  with  the  idea  of  returning 
to-morrow;  but  if  every  one  is  to  be  allowed  to  talk  we  will  not  get  home 
before  snow  flies. 

Mr.  Harvey,  of  Missouri :  Indirectly,  perhaps,  ridicule  has  been  thrown 
upon  this  six  per  cent  proposition.  For  one  I  have  my  mind  clearly 
made  up  how  I  am  going  to  vote  upon  this  question  of  valuation,  and  it 
is  not  going  to  be  in  favor  of  6  per  cent.  Nevertheless,  there  is,  in  the 
arguments  which  have  been  brought  before  the  convention,  avast  amount 
of  valuable  information,  and  there  probably  will  be  in  the  arguments  yet 
to  be  heard.  The  gentlemen  who  advocate  6  per  cent  rest  their  claim 
upon  foundations  which  have  an  appearance  of  solidity.  And  there  are 
members  in  this  convention  who  do  not  yet  appreciate  the  difference 
between  6,  4^  and  4  per  cent  standard,  and  I  think  every  member  ought 
to  be  informed  in  regard  to  the  claims  of  the  advocates  of  each  one  of 
these  rates. 

Mr.  Smith,  of  Kentucky :  The  convention  listened  to  me  for  two  houk  3 
while  reading  the  report,  and  I  have  now  to  ask  that  you  give  the  largest 
liberty  possible  to  other  gentlemen.  I  want  it;  I  fed  uiat  I  need  it. 
Every  member  of  this  convention  may  rest  perfectly  satisfied  that  we  are 
in  the  immediate  presence  of  a  gigantic  responsibility,  and  if  we  touch  it  in 
the  wrong  place  we  will  rue  the  day.  If  we  cannot  hear  all  of  the  ar;^u- 
ments  before  we  go  home,  there  is  time  enough  ahead  of  us.     I  took 

f  rounds  very  strongly  at  the  previous  session,  and  some  of  the  members, 
have  no  doubt,  thought  I  wa^  a  little  too  positive,  if  not  violent.  I  said 
on  this  floor  that  I  would  not  then  vote  on  this  subject  because  I  knew  I 
could  not  do  it  intelligently.  I  expended  a  great  deal  of  time  in  makings 
up  the  report,  and  I  now  ask  the  gentlemen  that  tlie  largest  liberty  be 
given  to  those  who  may  wish  to  speak,  even  if  we  do  not  exhaust  the 
subject  before  we  have  to  adjourn.  The  truth  cannot  hurt  us.  And  I 
hope  that  some  resolution  will  now  be  adopted  to  that  very  end  before  we 
vote  on  this  matter. 

Mr.  Painb,  of  Maine,  withdrew  his  amendment  that  the  time 

allowed  each  speaker  be  limited  to  twenty  minutes  instead  of 

thirty. 

Mr.  Williams,  of  Ohio :  I  desire  to  second  the  remarks  of  Mr.  Smith. 
I  hope  the  convention  will  not  rush  through  this  most  important  subject 
bv  limiting  the  discussion  to  a  time  that  would  be  utterly  inadequate. 
We  ought  not  to  think  of  pushing  this  matter  through.  If  gentlemen 
must  go  home,  or  their  minds  are  made  up  and  they  don*t  want  to  listen, 
as  a  matter  of  course  they  can  withdraw.  But  I  do  trust  that  no  ungen- 
erous limit  will  be  put  upon  the  discussion  of  this  most  important  subject. 

The  motion  of  Mr.  Shepherd  was  then  put  and  carried. 

The  president  then  said  that  the  discussion  of  the  report  of  the 
committee  on  rate  of  interest,  rate  of  mortality,  net  valuations, 
etc.,  and  the  amendments,  of  Messrs.  William  E.  Harvey,  of 
Illinois,  and  Reynolds,  of  Alabama,  were  in  order. 

Mr.  Harvey,  of  Missouri :  I  now  call  on  my  substitute,  Mr.  Hewitt,  to 
speak  upon  this  subject. 
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Rkmarks  op  Mr.  E.  A.  Hewitt,  of  Chicago. 

Mr,  PrtsitUmi  and  gentleman  of  tk€  conveHtion :  I  have  no  set  speech 
to  inflict  apon  you,  and  I  do  not  come  before  this  convention  with  the 
impression  that  I  have  anything  that  will  be  particularly  new  to  most  of 
yoo.  But  the  advocates  of  a  six  per  cent  rate  of  interest  in  the  calcula- 
tion of  life  insurance  liabilities  had  a  very  full  hearing  before  this 
convention,  as  it  was  eminently  proper  that  they  should,  at  your  session 
Isit  May.  The  report  of  vour  committee,  appointed  to  consider  this 
subject,  represent  four  ancT-a-half  per  cent  as  the  proper  rate  to  fix. 
There  is  certainly  a  large  and  respectable  portion  of  the  life  insurance 
irorld  that  prefer  a  four  per  cent  rate.  Of  the  states  represented  in  this 
coDTention,  and  of  the  states  having  insurance  departments,  a  feW)  a 
minority  numerically,  have  adopted  a  four  per  cent  standard.  But  the 
(tales  which  have  adopted  the  four  per  cent  standard — notably  the  state  of 
Massachusetts — are  the  states  to  which  the  life  insurance  interest  of  this 
country  owea  most,  and,  with  the  exception  of  New  York,  the  states  from 
vhich  has  come  in  the  past  more  of  the  brain  that  has  directed,  and 
wisely  directed  too,  the  legislation  upon  the  subject  of  life  insurance, 
than  all  the  other  states  combined.  We  should  not  count  states  by 
noses  or  companies,  but  should  weigh  them  in  this  matter. 

Now,  there  are,  I  believe,  in  this  country  about  800,000  policies  of  life 
insurance  in  force.  The  companies  have  contracted  to  pay  under  those 
contracts  of  insurance  an  aggregate  of  not  less  than  two-and-a-half 
billions  of  dollars;  to  provide  for  the  payment  of  which  when  it  shall 
mature,  they  now  hold  assets  to  the  amount  of  about  four  hundred 
millions  of  dollars.  And,  probably,  one  of  the  most,  if  not  the  most, 
important  question  for  the  American  people  to  have  answered  for  them 
to-day  is,  whether  these  companies  will  be  able  to  meet  those  contracts 
when  they  shall  mature.  That  depends,  as  every  man  knows,  upon  two 
things — the  date  at  which  the  paper  will  mature,  and  the  use  to  which 
this  four  hundred  millions  of  dollars  can  be  put  between  this  and  the 
date  of  maturity.  As  to  when  the  paper  will  mature  there  is  very  little 
difference  of  opinion ;  for  it  makes  but  little  difference  whether  you  adopt 
the  American  experience  table  of  mortality,  the  Actuaries  table  of 
moKality,  or  any  other  well  graduated  table.  As  respects  the  use  to 
vhich  money  can  be  put  between  this  hour  and  the  maturity  of  that 
paper,  there  is  diversity  of  opinion.  Your  committee  in  their  report 
presented  you  with  the  views  of  distinguished  authorities  on  the  subject 
of  finance.  Those  views  differ.  We  have  seen  from  the  report  and  other 
documents  that  estimates  have  ranged  from  five  to  eight  per  cent.  Now, 
IS  respects  this  matter,  there  are  two  opposite  views.  It  is  contended  by 
some  that  the  states  have  no  constitutional  right  to  prescribe  a  rate  of 
interest  by  which  the  liabilities  of  all  classes  of  policies  and  of  all  kinds 
of  companies,  shall  be  valued.  It  is  held  by  those  who  advocate  that  view 
that  the  only  function  of  the  state  in  the  premises  is  to  see  that  the  com* 
p&nies  live  up  to  their  contract;  and  they  substitute  for  the  contract  to 
pajr  a  definite  sum  of  money  at  the  occurrence  of  the  death  of  each 
individual  insured,  a  fictitious  contract  which,  I  say,  does  not  exist;  that 
i&,  an  implied  contract  between  the  insured  and  the  company,  that  they 
shall  reserve  at  this  or  that  per  cent.  I  undertake  to  say  that  not  one 
policyholder  in  a  hundred,  probably  not  a  single  member  of  this  conven- 
tion not  directly  interested  in  life  insurance,  not  a  single  insurance 
official  here  present,  has,  unless  it  be  of  a  recent  date,  asked  at  what  rate 
of  per  cent  does  the  company  reserve.  The  contract,  as  it  appears  to  the 
policyholder,  is  a  contract  to  pay  a  stipulated  sum  of  money  at  the  death 
of  the  insured. 

Now  the  granting  of  the  charter  of  an   insurance  company  is  the 
granting  of  a  franchise.    And  when  A,  B,  or  C,   a  railroad  or  other 
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not  only  the  privilege  but  the  duty  of  the  state  to  see  that  that  franchise 
is  so  enjojrea  and  exercised  that  it  shall  conduce  to  the  public's  safety 
and  weal.  I  think  there  will  be  little  difference  of  opinion  among  the 
members  of  this  convention  on  that  subject  Gentlemen,  for  what  are 
you  insurance  superintendents?  For  what  are  you  invested  by  the  people 
of  your  several  states  with  the  authority  you  hold  ?  Simply  to  see  to  it 
that  a  company  lives  up  to  its  assumptions?  No;  but  to  see  to  it  that 
the  company  lives  up  to  that  contract  which  it  has  solemnly  made  with 
the  people,  to  whom  it  owes  its  franchise,  that  when  these  policies  of 
insurance  shall  mature,  when  the  time  shall  come  that  these  companies 
shall  be  called  upon  to  pay  their  debts,  they  shall  be  able  to  pay  them. 

Now  in  regard  to  the  rate  of  interest,  it  occurred  to  me  some  time  ago, 
that  it  might  throw  some  light  upon  this  question  to  ascertain  exactly 
what  interest  the  companies  had  realized  in  the  past.  The  theory  of  a 
reserve  is,  as  I  presume  we  all  know — and  the  convention  will  pardon  me 
for  referring  to  it — that  every  dollar  of  the  net  premium  received  is 
invested  at  the  instant  it  is  received,  and  thereafter  on  a  given  pol  icy, 
each  net  annual  premium  is  invested  at  the  moment  received  and  kept 
continually  invested  at  the  assumed  rate  of  interest,  annually  com- 
pounded. Any  delay,  therefore,  between  the  payment  of  the  premium  by 
the  policyholaer  and  the  receipt  and  investment  of  that  premium  by  the 
compan  jT,  is  a  loss  of  interest.  Now  we  know,  at  least  those  of  us  who 
are  familiar  with  life  insurance  operations  and  the  management  of  life 
insurance  companies,  know,  in  the  first  place,  that  every  dollar  of  the 
premium  must  remain  in  the  agent's  hands  for  at  least  thirty  days,  and 
oflener  ninety  days,  sometimes  forever.  [Laughter.]  We  also  know 
that  there  is  an  expense  attendant  upon  the  investment  of  money,  so 
that  the  ruling^  rate  of  interest  in  the  country  is  not  the  rate  which  we 
should  assume  in  making  the  valuation  of  life  insurance  policies.  Now 
I  have  taken  the  productive  assets  of  the  several  insurance  companies  at 
random  from  the  New  York  reports,  excluding  every  item  of  asset  not 
income  producing,  except  that  of  premiums  in  the  course  of  collection. 
I  have  included  that,  deducting  twentv-five  per  cent  from  the  gross 
amount  so  in  process  of  collection,  for  the  expense  or  cost  of  collection ; 
because  the  loss  of  interest  during  the  interval  between  the  time  of 
making  the  statement  and  the  time  of  the  collection  and  investment  of 
these  premiums  will  be  more  than  compensated  by  the  interest  earned 
upon  that  portion  of  premiums  for  insuring  received  and  invested  during 
the  year.  That  is,  on  the  first  day  of  January  1870,  a  life  insurance  com- 
pany reports  certain  assets,  and  among  them  certain  premiums  in  the 
hands  of  agents.  On  the  first  day  of  January,  1871,  it  reports  its  receipts 
for  interest  and  rent  during  the  year  187 1.  Now  a  portion  of  the 
premiums  becoming  due  and  payable  durine  1871  must  have  been  taken 
and  invested  during  that  year,  and  a  fraction  of  the  years'  interest  at 
least  earned  by  them.  That  asset  I  have  excluded,  but  included  the 
premiums  in  the  course  of  collection,  deducting,  as  I  say,  twenty- five 
per  cent,  and  I  find,  as  follows :  take  for  instance  the  American  Popular 
— and  these  companies  were  taken,  I  assure  you,  at  random-^the  follow- 
ing is  the  statement : 

American  Popular. 

Stocks  and  bonds $151,747.50 

Cash 19,  i^.oz 

Loans  on  collateral 6,240.57 

Premiums  in  course  of  collecdon,  less  35  per  cent 89.892.63 

Premium  loans 3,606.3a 

Total  productive  assets,  January  1. 1870 $270,665.03 

Interest  receipts  during  1870 14.434.28 

Percentage  on  productive  assets.  5  3  per  cent. 
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In  the  nature  of  the  case,  it  impossible  to  arrive  preciselj  at  the 
imoDDtof  the  interest  earned  by  the  productive  assets,  or,  indeed,  at  the 
exact  amount  of  the  productive  assets;  but  I  believe  this  statement  is  as 
oesran  approximation  as  can  be  made.  The  other  companies  range  as 
follows:  5  per  cent,  4.9  per  cent,  4.2  per  cent,  5^  per  cent,  6.2  per  cent, 
f9  per  cent,  5.8  percent,  etc.  Now,  take  the  Mutual  Life,  of  this  city, 
which,  above  all  other  companies,  perhaps,  is  prepared  to  take  advantage 
of  the  high  rates  of  interest,  and  whose  assets  are  almost  entirely  in  cash 
investments  well  in  hand,  where  they  ban  make  them  as  productive  as  it 
is  possible  in  the  nature  of  things.  The  statements  of  that  company 
show  that,  with  $36,297,507.43  of  really  productive  assets,  their  income 
from  interest  and  assets  was  $2,477,772.60,  or  only  6.7  per  cent.  Now  if 
we  add  to  these  assets  the  deferred  premium  of  January  i,  1870, 
amoanting  to  $1,200,000,  surely  an  interest  bearing  asset,  because  upon 
all  deferred  premiums  either  interest  is  charged  at  the  beginning,  when 
the  premium  is  deferred,  or  at  the  close  of  the  term,  when  it  is  paid. 
And,  if  we  add  to  this  the  interest  derived  from  such  portion  of  the 
$12,169,717  of  cash  premiums  received  by  this  company  in  1870,  as  was 
invested  during  that  year,  we  shall  find  that  the  rate  of  interest  was 
below,  or  at  least  as  low  as,  6  per  cent.  Indeed,  by  the  calculation,  I 
believe  it  amouts  to  5.4  per  cent.  Now,  then,  in  this  matter,  gentlemen, 
we  want  to  have  this  standard  of  the  valuation  of  life  insurance  contracts 
below  low-water  mark.  If  the  rate  of  interest  realized  upon  those 
productive  assets  by  any  company  in  any  single  year  of  the  years  that 
mast  elapse  before  its  contract  shall  have  matured,  falls  below  the  rate 
pu  shall  assume  here,  that  is,  fatal — fatal  to  the  complete  fulfillment  of 
Its  contracts;  unless,  indeed,  we  are  prepared  to  take  into  account  the 
profits  from  other  sources,  with  which  this  matter  of  valuation  has,  or 
should  have,  nothing  to  do. 

Now,  in  the  report  of  the  insurance  commissioner  of  Massachusetts 
for  1S70,  on  page  57,  I  find  a  table  of  comparative  ratios;  and  I  find 
there  that  the  ratio  of  expenses  of  life  insurance  companies,  doing 
business  in  Massachusetts,  to  their  premium  receipts,  has  increased  from 
II  13-100  per  cent  in  1858,  to  19  45-100  in  1869;  that  the  ratio  of  the 
expenses  to  the  entire  receipts  of  these  companies  has  increased  from 
991-100  in  1858,  to  17  31*  100,  nearly  double,  in  1869.  On  the  other 
hand,  I  find  that  the  ratio  of  their  actual  to  their  computed  reserve  —  and, 
mind  you,  these  reserves  are  computed  at  4  per  cent — has  decreased 
from  17444-100  to  112  87-100  in  1869.  That  is  to  say,  the  companies  in 
1869,  instead  of  spending  9  91-100  of  their  premiums,  have  been 
spending  19  45-100  per  cent  of  their  premiums,  and  instead  of  reserving 
for  every  dollar  of  liability,  $124  74-100  of  the  assets,  they  are  reserving 
only  112  37-100  dollars. 

The  tendency  has  been  steadily  downward  There  is  no  danger,  in  my 
judgment,  to  any  life  insurance  company  in  the  United  States  that  it  will 
have  too  much  money.  There  is  no  danger  in  the  direction  of  too  great 
securitj.  We  cannot  make  the  companies  too  secure.  I  say,  therefore, 
let  us  put  the  standard  at  low- water  mark.  I  do  not  believe  the  state  has 
anjthmg  to  do  with  difierent  classes  of  policies  or  different  classes  of 
companies.  The  state  deals  with  them  all  alike.  They  are  all  corpora- 
tions existing  under  a  franchise  given  to  them  by  the  state;  and  the 
function  of  the  state  in  the  premises,  is  to  see  to  it  that  they  are  able  to 
pay  their  policies  when  they  shall  mature. 

The  rates  of  insurance  prevailing,  or  to  prevail,  in  the  next  quarter  of 
a  century,  it  is  neither  my  province  nor  my  wish  to  discuss  or  predict. 
Thej  are  almost  beyond  the  power  of  a  human  mind  to  predict.  Notice 
how  great  a  revolution  in  financial  circles  has  occurred  within  the  past 
two  weeks.  Then  who  shall  presume  to  predict  for  the  next  quarter  of  a 
ceatoxy?   I  therefore  hope,  gentlemen,  that  in  your  deliberation  and 
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in  jour  decision  of  the  matter,  you  will  place  the  rate  of  interest  to  be 
assumed  in  life  insurance  valuations,  as  I  have  said,  below  low-water 
mark,  where  the  poorest  company,  managed  under  the  greatest  number 
of  disadvantages,  making  its  bonds  least  productive,  shall,  in  the  mo^t 
unfortunate  year  of  all  other  years  of  its  future  existence,  at  least  have 
a  margin  on  the  side  of  security  over  the  rate  of  interest  vou  may  fix 
upon.  Thanking  you,  gentlemen,  for  your  indulgence,  andf  regretting 
that  my  friend  could  find  no  better  proxy,  I  will  close.     [Applause.] 

The  convention  then  took  a  recess  of  half  an  hour. 

Remarks  of  Mr.  Albert  W.  Paine,  of  Maine. 

Mr,  President .  As  I  am  liable  to  be  called  away  at  any  moment,  on 
account  of  sickness  in  my  family,  I  wish  to  give  a  reason  for  the  faith 
that  is  in  me;  and  I  ask  your  attention  for  a  few  minutes. 

Before  leaving  home,  and  during  the  vacation  since  we  adjourned  in 
May  last,  I  have  endeavored  to  give  this  subject  the  consideration  that 
I  thought  it  deserved ;  and  I  have  very  carefully  read  over,  I  believe, 
every  document  that  has  been  presented  to  the  convention,  and  put  in 
print,  or  sent  to  me  in  a  circular,  including  especially  all  the  documents 
that  have  been  forwarded  to  me  on  the  subject. 

The  result  of  my  deliberation,  before  I  came  from  home,  was  that  to 
which  the  committee  have  arrived,  and  that  to  which  Mr.  Barnes,  in   the 
main,  arrived,  to  wit:    four  and   a  half  per    cent,  and  the  American 
Experience  table.     After  the  arguments  made  by  the  committee  and  Mr. 
Barnes,  it  seems  hardly  necessary  to  say  a  word  in  addition;  and  so  far 
as  thev  have  spoken,  I  do  not  propose  to  repeat.     There  are,  however,  a 
few  ideas  which  I  wish  to  express  with  reference  to  the  six  per  cent 
proposition ;  I  have  no  particular  argument  to  make  against  the  four  per 
cent,  though  I  favor  the  four  and  a  half  per  cent.     Bnt  there  are  a  great 
many  considerations  which  come  up  in  connection  with  this  question 
of  the  large  percentage.     The  first  question  that  seems  to  arise  is  this: 
Why  was   this  four  per  cent  ever    adopted.     And  this  question  arises 
because  the  present  order  of  things  generally  demands  a  reason  for  its 
alteration,  especially  when  it  has  been  so  long  in  vogue  as  this  has  bccii, 
I  take  it  for  granted  that  four  per  cent  was  adopted  from  the  practice  in 
England,  where  the  price  of  money  is  so  much  less  than  in  America,  and 
where  four  per  cent  was  a  vtry  proper  sum  to  be  charged.     I  do  not  i  n 
the  present  state  of  American  business  regard  the  English  practice  as  a 
necessary  rule,  or  one  that  we  should  be  bound  by,  because  it  is  well 
known  tnat  money  always  has  borne  and  will  for  the  next  generation  bear 
a  higher  price  here  than  it  does  in  England.    But  we  must  not  overlook  the 
fact — a  fact  that  was  hinted  at  by  the  gentlemen  in  their  report — that  as 
the  relations  between  this  country  and  the  old  country  become  more  and 
more  intimate,  every  relation  of  life  must  be  affected,  and  especially  the 
pecuniary  or  monetary  interests  of  the  country;  and  as  Englishmen  or 
Grermans  become  more  and  better  acquainted  with  Americans,  having  of 
course,  more  confidence  in  them,  money  will  fiow  more  readily  from  one 
to  the  other,  and  an  equality  will  be  produced,  raising,  I  think,  the  price 
of  money  in  England,  and  reducing  it  in  America,  so  that  there  shall  be 
a  greater  equalization  of  the  two.     And  the  same  remark  may  be  made 
with  reference  to  the  different  portions  of  our  own  country.     While  in 
New  England  and  New  York,  rates  are  at  four  and  five  per  cent,  and  some- 
times in  Wall  street  at  two  or  three  per  cent,  at  the  same  time  that  it  is 
in  Arkansas  as  stated  by  Mr.  Barnes  at  sixty,  or  five  per  cent  a  month, 
and  even  a  greater  rate  than  that,  yet  as  these  various  parts  of  the  country 
become  more   intimately  related   to    each  other,   both  socially  and  in 
pecuniary  and  monetary  matters,  there  will  be  the  same  equalization 
producecl,  reducing  these  high  rates  in  the  west,  and,  perhaps,  raising 
them  in  the  east 
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Taking  all  these  views  into  consideration,  I  have  come  to  the  conclu* 
fioD  that  for  the  next  generation,  or  thirty  years,  and  that  is  far  enough 
thead  for  us  to  look,  we  may  regard  six  per  cent  as  a  safe  and  prudent 
rate  for  the  regulation  of  the  mercantile  affairs  of  this  country. 

Bj  that  I  mean  six  per  cent  in  commercial  business  or  banking.  But 
it  most  be  understood  that  when  banks  loan  at  six  per  cent,  they  have 
the  whole  expense  of  the  bank  to  carry,  reducing  that  rate,  of  course,  to 
a  less  amount. 

Now,  if  I  understand  properly  the  character  of  interest,  it  is  made  up 
from  a  great  many  in^^dients,  there  being  four  principal  ones,  to  wit: 
In  the  first  place,  the  mtrinsic  value  of  the  money;  in  the  second  place, 
the  premium  for  its  security;  in  the  third,  the  practicability  or  feasibility 
of  exchanging  it,  or  reducing  the  security  to  cash;  and  fourth,  the 
facility  and  inexpensiveness  of  collecting  the  annual  income. 

Now  every  man,  though  he  may  not  be  conscious  of  it,  when  he  lends 
his  money,  considers  every  one  of  these  items.  The  intrinsic  value  of 
money  is  substantially  the  same  all  through  the  country,  and  the  great 
fluctuation  which  takes  place  in  reference  to  the  rates  in  the  different 
parts  of  the  country,  arises  from  the  other  three  considerations,  but 
principally  from  the  second  :  the  premium,  if  I  may  so  call  it,  of  insure 
ance  upon  the  loan. 

Thus,  in  Arkansas,  we  have  60  per  cent,  not  because  the  intrinsic 
Tslue  of  money  is  60  per  cent,  but  the  lack  of  confidence  in 
the  whole  world  in  going  there  to  lend  money  makes  it  difficult  for 
them  to  give  the  security  that  suits  the  moneyed  people  of  the  world,  and 
they  have  to  pay  a  large  premium  for  the  insurance  of  the  loan.  Such  is 
the  case  in  all  the  west.  The  great  demand  in  Chicago,  and  the  lack  of 
confidence — I  say  it  with  reference  to  the  Chicago  that  was,  not  Chicago 
that  lis  to-day — the  great  lack  of  confidence  in  the  world  in  the  security 
which  Chicago  had  to  offer,  made  it  difficult  for  them  to  borrow  at 
eastern  rates.  The  people  of  Chicago  were  an  energetic,  persevering, 
speculating  {people ;  and  everybody  felt,  when  he  sent  his  loans  there, 
th&t  he  ran  a  great  risk  of  loss ;  and  hence  8  and  10  per  cent  was  ^ven. 
It  has  been  very  well  known  all  the  while,  by  men  who  have  investigated 
that  matter,  that  Chicago  always  was  a  dangerous  place  to  lend  money 
in,  and  a  dangerous  place  for  insurers  to  go  to.  I  have  always  felt, 
mrself,  that  if  I  had  the  direction  of  an  insurance  company,  I  would 
never  go  to  Chicago.  Not  that  I  anticipated  this  great  confiagration,  but 
I  have  always  felt  that  there  was  danger  of  great  losses  there.  And 
every  moneyed  man,  when  he  sent  his  money  there,  sent  it  with  that 
feeling,  that  there  was  great  risk.  Therefore,  the  second  item  in  the 
interest  column  made  the  rate  go  up.  That,  I  sa^,  is  the  great  item 
which  accounts  mainly  for  the  fluctuation  in  the  different  parts  of  the 
country.  If  you  sendf  your  money  to  Duluth  or  to  Omaha,  why,  you 
may  make  an  immense  interest  there,  but  you  are  immensely  more  in 
danger  of  losing  the  whole.  Therefore,  your  interest  must  include  a 
liberal  sum  for  insurance  of  the  loan. 

In  reference  to  the  other  two  items ;  it  is  not  necessary  to  speak  of  the 
impracticability  of  turning  securities  into  money.  It  is  well  known  that 
this  is  a  very  important  element  that  carries  up  the  item  of  interest. 
And  many  and  many  are  the  companies  that  are  to-day  writhing  in 
anguish  because  of  this  particular  item  of  the  interest  account.  That 
great  transaction  that  took  place  yesterday,  of  turning  $800,000  of  mort- 
gages into  cash,  though  I  cannot  name  the  terms  on  which  it  was  done,  I 
will  venture  to  say  has  taken  from  the  profits  of  those  mortgages  a  very 
large  amount.  How  large  I  do  not  know;  and  how  many  more  of  these 
transactions  are  taking  place  we  cannot  tell ;  but  there  must  be  a  vast 
amount  At  least  ten  millions  of  dollars  are  being  changed  from  assets 
•V)cr5l-.  jo  meet  the  Chicago  claims.    This  is  an  illustration  of  how  much 
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tiiftt  item  has  to  do  with  making  up  the  interest.    And  the  practicabilitjr 
of  receiving  the  annual  income  without  expense  is  another. 

Now,  of  course,  these  three  last  items  should  be  thrown  out  of  con- 
sideration when  we  take  into  view  the  very  question  that  is  now  before 
us.  We  want  to  know  what  is  the  intrinsic  value  of  the  money,  for  its  une. 

It  has  been  often  stated  during  the  last  few  years  that  government  ratcH 
were  a  good  measure,  and  hence  we  have  for  the  last  eight  years  had  it 
thrown  in  our  faces  that  seven  and  three-tenths  per  cent  was  a  reasonable 
price  tor  money,  because  government  had  fixed  that  as  the  true  value. 
Now,  here  come  in  the  other  items,  and  men  who  have  insisted  upon  it 
have  not  only  insisted  upon  it  with  effect,  but  it  has  been  admitted  by 
money  borrowers  to  such  an  extent  that  even  legislators  have,  in  a  few 
cases,  taken  the  idea.  But  instead  of  seven  and  three-tenths  per  cent 
being  the  intrinsic  value  of  money,  it  is  just  what  money  was  not  worth. 
The  very  best  argument  against  seven  and  three-tenths  per  cent  as  a  true 
rate  is  the  fact  that  the  government  paid  it  as  they  did.  And  why  ?  In 
the  first  place  there  was  the  intrinsic  value  of  money.  In  the  second 
place  the  loan  was  placed  upon  the  market  at  a  time  when  the  security 
was  regarded  by  lenders  as  of  a  very  doubtful  kind ;  when  it  was  in  great 
doubt  whether  there  was  any  responsible  promissor  to  that  paper ;  the 
darkest  time  of  the  war,  when  the  chances  were  regarded  extremely 
doubtful  whether  the  loans  ever  would  be  paid.  Now,  I  would  separate 
that  seven  and  thirty-one  hundredths  into  some  such  division  as  this : 
Intrinsic  value  of  money,  four  and  a  half  per  cent.  Premium  of  insur- 
ance on  risk,  two  per  cent.  But  that  is  not  all.  Government  had  to  come 
into  the  market  competing  with  all  other  money  borrowers,  and  it  must, 
in  this  competition,  come  in  for  success ;  and,  therefore,  they  had  to  add 
to  the  premium  of  insurance  the  bonus  for  inducement,  which  would  t>e 
one,  or  a  part  of  one  per  cent  more ;  thus  making  up  the  seven  and  thirty 
hundredths  per  cent. 

Then  comes  the  question  what  is  the  intrinsic  value  of  money  ?  Where 
•hall  we  look  for  it?  Mr.  Barnes,  in  the  able  paper  he  read  to  us 
yesterday,  stated  the  proposition,  which  I  would  not  state  quite  so  strongly 
as  he  did,  that  a  rate  of  interest  should  be  adopted,  if  I  understood  it 
correctly,  that  would  allow  the  companies  to  invest  in  government  securi- 
ties. I  would  not  state  it  so  strongly  as  that;  but  I  do  say  that  the  best 
standard  we  can  arrive  at  of  the  intrinsic  value  of  the  use  of  money  is 
the  rate  which  is  paid  by  a  government  that  is  established,  and  in  pence, 
and  of  an  undoubted  character.  Not  the  government  of  the  United 
States  necessarily,  but  the  governments  of  those  states  whose  sovereignty- 
is  established,  and  who  are  at  peace.  And  that  rate  at  present  is  five  per 
cent.  The  national  loan  that  has  just  been  taken,  demonstrates  that. 
But  the  time  is  venr  close  at  hand,  within  the  next  presidential  term,  that 
the  four  and  a  half  per  cent  loan  will,  without  any  question,  be  taken  at 
par ;  and  I  would  not  be  willing  to  swear  that  four  per  cent  would  not 
also.  But  what  do  such  governments  as  the  government  of  the  state  of 
New  York,  of  all  the  New  England  states,  and  of  many  others,  pay? 
Ordinarily,  such  states  as  Massachusetts,  Connecticut,  etc.,  pay  ^ve  per 
cent.  In  my  state  [Maine]  a  six  per  cent  loan  is  now  at  one  hundred  and 
one.  And  I  have  noticed  within  a  day  or  two  that  most  of  the  others 
were  about  that.  There  are  states,  however,  which  are  laboring  under  a 
stigma,  and  that  stigma  will  always  remain.  That  great  state  that 
boasted  of  Chicago,  with  her  high  rates,  has  within  the  recollection  of 
us  who  are  here  present  ignored  her  debt,  and  paid  not  even  her  interest. 
And  not  only  that,  but  that  greater  and  more  powerful  state  that  boasts 
of  its  Philadelphia  and  its  United  States  Bank,  has  ignored  her  debt  in 
our  own  day.  Such  states  must  and  will  forever  bear  more  or  less  the 
stigma  of  that  disgrace  which  was  thus  thrown  upon  them.  I  would  not 
go  to  any  of  those  states  that  have  even  ignored  their  debts  to  find  the 
proper  standard. 


Taking  these  TiewB  of  the  case,  for  I  find  I  am  using  up  my  time,  I 
have  come  to  the  conclusion  that  the  proper  standard  is  that  which 
vould  be  adopted  in  borrowing  money  upon  the  coupon  bonds  issued  bj 
good  luthoritjr,  a  responsible  state  government,  or  the  United  States 
goTcrnment,  or  by  those  well-established  and  well-sustained  corporations 
abont  which  there  can  be  no  doubt,  which  sell  their  bonds  with  the 
securitj  within  the  bond,  with  no  mortgages  to  transfer,  or  anything  of 
that  kind,  but  which  are  passed  by  hand  the  same  as  a  bank  bill.  But 
the  companies  cannot  all  invest  their  money  in  such  securities.  Thej 
most  invest  it  in  mortgages;  and  however  good  a  mortgage  maybe, 
though  it  may  be  signed  by  the  very  best  man  in  the  community,  and 
secured  upon  property  of  double  or  treble  its  value,  and  a  first  mortgage 
at  that,  still  there  is  a  lack  always  of  that  security  which  will  bring  the 
mooej  upon  demand.  The  man,  however  good,  may  die,  and  his  estate 
go  into  probate,  and  a  long  time  elapse,  without  any  fault  ot  the  security, 
before  any  money  can  be  received.  The  property,  however  good,  may 
in  a  moment  vanish  and  go  into  ashes,  as  mortgaged  property  has  just 
now  in  Chicago,  to  the  amount  of  millions  and  millions  of  dollars  in  an 
hour.  But  mortgages  must  necessarily  form  a  very  large  portion  of  the 
auetaof  all  companies.  , 

Taking  out  the  risk  which  I  have  spoken  of,  it  brings  it  right  back 
again  to  the  old  standard  that  I  have  advanced,  to  wit,  the  coupon  bonds 
of  a  government  or  corporation,  about  which  there  is  no  doubt  Now 
that,  1  will  undertake  to  say,  is  somewhere  from  4>^  to  5  per  cent,  as  the 
intrinsic  value  of  money,  and  it  can  be  no  more  than  that,  and  here  was 
where  my  mind  rested  for  a  gn  at  while.  Shall  we  take  a  5  or  a  4^  per 
ceat  valuation  ?  Other  considerations  come  in.  It  costs  something  to 
loan  this  money,  to  keep  it  in  use,  and,  as  has  been  remarked  here  half- 
anioien  times  since  this  discussion  commenced,  there  must  be  no  time 
loBtfrom  the  time  that  the  money  is  paid  in  by  the  policy  buyer  until  it 
is  invested  and  upon  interest.  Then  there  is  the  expense  of  investing  it, 
which  jou  may  put  down  as  a  general  thing,  at  one-eighth  of  one  per 
oent  at  least.  These  considerations,  together  with  the  other  considera- 
tion, always  to  be  sure  to  take  the  safe  side  when  there  is  a  doubt,  have 
bionght  me  to  the  conclusion  from  which  I  feel  that  I  cannot  be  driven 

00  the  upward  track,  that  4^^  per  cent  is  the  proper  rate.  But  here  is 
another  consideration.  Already  in  Massachusetts  and  in  Connecticut 
the  doctrine  has  been  broached,  and  with  a  very  serious  danger  of  being 
carried  into  effect,  that  insurance  companies  must  pay  a  tax  upon  their 
investments  —  a  tax  upon  their  reserve  —  a  tax  which  last  year  it  was 
proposed  to  put  at  three-quarters  of  one  per  cent.  Now,  if  such  a  tax  is 
put  on,  it  is  goine  to  carry  the  rate  down  where  the  four  per  centers 
daim  that  it  should  rest. 

And  here  is  another  consideration.  Mr.  Barnes,  yesterday,  gave  us 
the  results  of  the  workings  of  the  various  companies  as  an  actuality. 
Now,  Mr.  President,  that  is  just  where  I  like  to  bring  things —  down  to 
the  actual  facts.  I  have  read  these  arguments  of  the  advocates  of  six  per 
cent;  they  are  all  very  nice,  but,  as  a  lawyer,  there  was  a  fallacy  to  my 
Qind,  running  all  through  them,  which  they  may  not  have  seen,  or  may 
have  sought  to  cover  up.  Their  arguments  are  all  fanciful,  and  there  are 
but  few  facts  presented,  and  I  would  give  more  for  one  fact  than  I  would 
for  a  thousand  of  these  theories.  I  went  over  that  work  very  much  as  my 
triend  Mr.  Barnes  did,  though  not  quite  so  particularly.  After  I  had 
gone  through  some  twenty  or  thirty  companies,  among  which  were  the 
Mutual,  of  New  York,  and  the  Connecticut  Life,  and  the  other  large 
companies,  it  struck  me,  why  not  make  an  aggregate  of  this  thing?  I 
•ccordingly,  Mr.  President,  took  your  reports  for  the  last  two  years.  It 
struck  me  that  those  two  years  were  exceedingly  favorable  years.     Since 

1  have  been  in  business  I  have  been  through  three  great  financial  crises — 
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those  of  1837,  1847,  ^SS7»  *^"^  t^®  commencement  of  our  war.  Now,  'vrc 
have  been  going  up,  and  the  two  last  3'ears  are  as  favorable  as  we  msiy 
ever  expect  to  see  again  in  our  lives.  Now,  what  is  the  result  in  the 
aggregate  of  those  two  last  years?  Taking  all  the  assets  of  the  N'e'^^ 
York  companies,  and  their  profits  and  income  for  the  year  1869,  they  f^ill 
a  little  short  of  5  per  cent,  about  4  97-100 — less  than  5  per  cent —  of 
interest.  At  the  same  time,  companies  in  other  states,  according  to  tlie 
reports,  went  up  to  5  30-100,  the  diflference  being  caused,  I  suppose,  "hy 
the  other  companies  going  abroad,  ahd  New  York  companies  beings 
obliged  to  stay  at  home.  The  aggregate  of  two  years,  1869  and  1870, 
made  5-10  per  cent,  or  so  near  it  that  it  didn't  make  any  variation  wortli. 
speaking  of.  So  that  in  1869  and  1870,  all  the  New  York  companies 
doing  business  in  New  York,  fell  short  a  littl«  of  5  percent,  ancl  other 
companies  from  other  States  went  up  to  5  3-10  per  cent,  the  average  of 
the  whole  being  5-T0. 

Now  there  is  the  thing.  There  is  the  sum  all  worked  out  for  us ;  and 
when  these  six-percenters  can  explain  that  away,  why,  I  may  have  a 
more  favorable  idea  of  their  proposition.  I  am  aware  how  they  will 
explain  part  of  it  away.  They  say  we  ought  not  to  put  in  the  deferred 
premiums  and  some  other  assets ;  they  would  cast  them  out.  But  thejr 
claim  these  as  a  part  of  their  reserve.  And  I  hold  that  when  they  claim 
it  as  part  of  their  reserve,  necessarily  they  shall  treat  it  as  such  and 
make  their  percentage  accordingly,  tf  they  are  going  to  cast  it  out,  then 
they  must  make  up  what  they  cast  out  from  other  means.  The  percentag-e 
must  be  cast  on  the  items  which  they  claim  to  have,  to  make  up  the 
necessary  reserve  of  whatever  character  they  may  be. 

Now,  here  are  all  these  various  ideas,  all  of  which  go  to  show  that  five 
per  cent  even  is  not  justified,  under  all  the  circumstances  of  the  case. 
Now,  when  to  all  these  considerations  that  I  have  mentioned,  we  take 
into  account  the  consideration  of  a  great  catastrophe  that  might  at  any 
time  occur,  and  that  is  now  really  upon  us,  in  the  conflagration  at 
Chicago,  and  which  has  disturbed  the  monetary  affairs  of  the  whole 
country,  not  to  say  the  whole  world,  we  are  still  further  driven  back,  and 
I  am  almost  driven  from  the  four  and-a-half  per  cent  doctrine  down  to 
four  per  cent.  Such  a  catastrophe,  to  be  sure,  is  a  thing  of  a  century,  a 
thing  of  a  world's  life  almost.  But  still  it  is  a  contingency  which  may  at 
any  time  happen.  New  York,  to-morrow,  may  be  swept  like  Chicago,  if 
not  by  fire,  by  a  monetary  panic:  although  I  think  monetary  panics  are 
out  of  the  question  since  the  present  United  States  banking  law  went 
into  force.  But  it  may  be  swept  by  it;  and  in  a  moment,  millions  of 
dollars  swept  out  of  existence ;  and  the  value  of  every  security  reduced. 
For  these  reasons  I  have  come  to  the  conclusion  that  four  and-a-half 
per  cent  is  a  fair  and  reasonable  sum  to  be  fixed  for  casting  the  reserve. 

There  is  another  question  on  which  I  wish  to  address  a  few  words;  and 
that  is,  as  to  whether  we  should  make  a  distinction  between  mutual  and 
stock  companies.  Now  with  all  frankness  to  the  friends  of  six  p  ^  cent, 
I  must  say  that  I  cannot  see  the  first  iota  of  reasoning  in  all  thv  *gu- 
ments  that  I  have  read — I  cannot  see  one  argument  in  its  favor.  Why 
should  there  be  a  distinction  ?  We  are  to  fix  a  rule,  and  those  that  come 
up  to  that  rule  are  in,  and  those  that  don't  come  up  to  it  are  out  And 
now  we  are  asked  by  the  National  Insurance  Company  of  the  United 
States  to  relax  on  their  account.  In  all  conscience,  I  would  ask  them, 
why  should  we  relax  for  one  company  ?  Wherein  do  they  make  a  better 
case  against  us  than  the  Mutual  New  York  with  its  almost  fifly  millions 
of  accrued  assets,  or  the  Connecticut  with  its  thirty-five  or  forty  millions  ? 
What  I  understand  to  be  the  rule,  Mr.  President,  which  you  announced 
yesterday  that  you  had  adopted  in  your  state,  and  which  is  one  I  am 
happy  to  say  that  I  am  ready  to  adopt  in  ours,  and  all  that  I  ask,  and  all 
that  we  ask,  as  commissioners  combined,  is  that  a  company  should  keep 
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a  reserre  sufficient  to  meet  its  liabilities.  No  matter  whether  thej  get  it 
bj  premiums  or  bj  paid-in  capital,  all  we  ask  is  that  they  shall  have  a 
rtseire  sufficient  to  meet  the  claims  which  thej  assume  towards  the 
public  Now  if  the  National  Insurance  Companj  of  the  United  States 
have  got  a  million  of  capital  paid  in,  they  are  just  so  much  more  easy  in 
their  circumstances  to  make  up  their  reserve.  They,  have  not  half  the 
labor  that  these  other  companies  have  that  stand  on  $100,000 capital; 
and  it  seems  to  me  that  so  far  from  coming  to  us  with  any  propriety  to 
ask  us  to  relax  the  rule,  they  may  thank  us  for  insisting  upon  the  rule. 
That  is  the  way  it  strikes  me.  They  have  got  a  million  of  dollars  to 
stall  with — I  may  say  a  million  of  dollars  margin,  if  it  is  all  paid  up— 
against  which  they  can  fill  up  their  premiums  and  make  expenditures, 
and  still  they  have  got  a  million  of  dollars  behind  them  to  make  up  their 
reserve.  Now  why  ask  us  to  relax?  It  seems  to  me  that  it  is  as  if  a  rich 
man  was  asking  to  borrow  money  on  poorer  security  than  a  poor  man 
can— just  as  though  as  you,  Mr.  President,  who  may  be  worth  your 
million,  should  claim  of  me  that  I  should  take  a  piece  of  paper  that  you 
have  got,  without  vour  name,  at  a  better  rate  than  I  would  take  a  better 
piece  of  paper  of  a  poorer  man;  because,  forsooth,  you  have  got  a 
million  of  dollars  capital,  you  should  not  be  asked  to  put  up  so  much 
security  as  the  man  that  had  but  $ioo,ooa  Practically,  coming  right 
down  to  the  point.  I  say,  that  is  the  fact,  as  it  strikes  me. 

Then,  again,  they  say  they  are  willing,  as  I  understand,  to  put  up  a 
reserve  sufficient  to  meet  the  claim  at  4^  or  4  per  cent,  whichever  it 
may  be,  but  they  want  our  reports  to  show  that  their  capital  is 
unimpaired.  Well,  it  is  a  very  fair  proposition  upon  its  face.  But  what 
is  the  proposition?  As  I  understand  it,  it  is  simply  this:  ''That  you, 
Messrs.  Commissioners,  will  please  help  us  advertise  our  company.  We 
wish  to  go  throughout  the  world  with  a  declaration  upon  our  flag  that  we 
have  a  million  of  dollars  well  invested;  we  wish  to  show  by  the  reports 
of  our  commissioners  in  the  United  States  that  we  have  got  enough 
funds  on  hand  as  our  reserve,  without  touching  that  million  of  dollars.'* 
Now,  is  it  honest?  I  don't  mean  to  accuse  them  of  dishonesty ;  but  is  it 
honest  for  us  to  make  any  such  allowance  to  that  company?  For  one.  I 
cannot  say  that  it  agrees  with  my  notion  of  what  commissioners  should 
do.  But  it  is  not  for  the  National  Insurance  Company  of  the  United 
States  that  we  are  legislating  now.  The  question  is  as  to  all  the 
companies  that  are  stock.  And  following  close  in  the  wake  of  the 
argument  in  favor  of  the  National  Insurance  Company  of  the  United 
states,  we  have  Mr.  Bewley,  of  the  Universal,  joining  this  same  platoon. 
It  is  a  little  amusing,  however,  to  see  how  one  of  their  great  arguments 
drops  out  of  the  case  —  the  great  argument  which  the  National  company 
relies  principally  upon,  and  that  is  **  We  have  got  a  million  of  dollars  at 
interest."  And  that  is  put  forth  as  a  reason  why  they  should  be  let  ofif 
with  a  less  reserve,  because  they  have  got  a  million  or  dollars  at  interest 
that  is  earning  $60,000.  Now,  if  they  are  earning  $60,000  with  this 
million,  it  goes  to  pay  as  much  more  of  the  expenses,  and  make  their 
claim  for  this  advertising  by  us  so  much  the  less  worthy.  But  the 
"Universal^  does  not  use  that  argument.  They  have  got  only  $200,000 
or  $250,000  capital,  and  that  argument  drops  out;  and,  in  fact,  I  cannot 
see  a  single  argument  that  is  adduced  in  favor  of  the  *'  Universal"  that 
does  not  apply  equally  to  the  *'  Equitable"  and  every  other  company  that 
has  as  much  as  $200,000  capital. 

We  are  legislating  for  the  whole,  and  when  we  put  upon  our  records  a 
vote  that  the  National  Insurance  Company  of  the  United  States  may  be 
let  off  with  a  six  per  cent  standard,  how  can  we  deny  it  to  the  ''Uni- 
versal" or  the  "  Republic,"  of  Chicago.  I  must  confess  that  I  cannot  see 
any  reason  why  we  should  treat  one  company  different  from  the  others  of 
the  stock;  nor  can  I  see  how  we  can  treat  the  stock  any  different  from 

the  mutual. 


I,  thereforef  without  any  more  remarks,  will  clo«e  by  sajinj?  that  mj 
convictions  are,  and  my  vote  will  be,  in  favor  of  the  American  Experience 
table,  about  which  I  have  no  argument  to  make,  as  the  argument  of  the 
committee  is,  to  my  mind,  conclusive  upon  that  point.  I  am  an 
American;  and  I  go  for  that  which  is  American  in  preference  to  that 
which  is  European,  not  only  upon  principles  of  nationality  and  Union- 
loving,  but  on  the  principle  that  affects  the  Question  itself.  We  are  to 
insure  American  lives.  Then  let  us  have  the  American  tables;  those 
tables  which  are  made  upon  the  experience  of  American  lives.  But  if  we 
are  driven  from  4^  per  cent,  I  very  readily  back  down,  or  rather  go  up 
to  the  4  per  cent.  It  does  not  seem  to  me,  however,  that  4  per  cent  is 
desirable.    That  is  asking  a  little  too  much. 

And  here  I  will  just  allude  to  another  point,  for  I  shall  get  no  support. 
I  suppose,  because  I  find  no  actuary  will  support  me,  though  I  have 
corresponded  extensively.  There  is  one  consideration,  however,  "which 
I  have  brought  to  the  attention  of  several  of  the  most  eminent  actuaries, 
and  they  have  answered  me ;  I  am  not  satisfied  with  it.  That  is  the 
subject  of  lapses. 

I  do  hope  that  one  of  the  results  of  our  meeting  here  will  be  to  put  an 
end  to  a  very  great  portion  of  this  waste,  if  I  may  so  call  it,  of  life  insur- 
ance, to  wit,  the  unnatural  termination  of  policies.  No  one  would 
believe  half  the  truth  that  could  be  told  to  him,  and  that  all  our  reports 
show  is  the  truth,  with  reference  to  that  subject.  The  fact  that  only  five 
per  cent  of  all  the  policies  that  are  taken  by  our  life  insurance  companies 
are  ever  paid,  is  a  fact  of  such  an  alarming  enormity  that  it  calls  lor  the 
gravest  consideration.  But  with  that  portion  of  the  consideration  I  have 
nothing  to  do  at  present,  only  in  its  bearing  upon  the  question  now 
befote  us.     Should  or  should  not  that  fact  have  some  effect  upon  the 

Suestion  of  a  reserve?  As  I  remarked  to  my  friend  Greneral  Smith  of 
Lentucky,  in  a  letter  to  him,  you  can  sit  down  to  day,  and  form  a  table 
of  lapses  with  more  accuracy  and  greater  certainty  than  you  can  a  table 
of  mortality.  One  who  has  not  tried  it  will  be  astonished  to  see  how  it 
will  come  out.  I,  in  the  first  place,  took  our  own  company,  the  only 
company  I  had  any  jurisdiction  of,  and  I  asked  them  this  question : 
''  What  has  been  the  full  amount  of  all  the  insurance  you  ever  effected 
since  you  existed?"  They  replied  '*  $51,000,000;  present  amount 
$25,000,000;"  I  asked,  **what  have  you  ever  paid?"  They  answered 
*'  $  1,300,000,  or  four  and  four-fifths  per  cent."  I  take  the  Massachusetts 
reports,  and  sit  down,  and  year  after  year  cast  them  over;  and  I  find 
that  it  comes  out  four  and  four-fiflhs  per  cent.  When  I  came  in  as  com- 
missioner for  my  state,  I  thought  I  would  pursue  it  further;  and  I 
required  the  companies  to  give  me  their  experience  for  all  time.  I 
detailed  the  results  in  my  last  report,  and  it  comes  out  there  a  little 
larger;  it  is  eight  per  cent.  Take  it  year  by  year,  it  is  four  and  four-fifths 
per  cent  until  you  get  the  total  experience  of  all,  and  there  are  some 
uncertainties  about  it,  and  it  come  out  eight  per  cent. 

What  I  say  is,  let  the  thing  cut  where  it  will,  that  while  this  state  of 
things  exists,  it  is  a  matter  affecting  the  question  of  reserve.  Suppose 
ten  policies  taken  out,  a  reserve  is  required  for  each,  and  nine  of  them 
never  call  for  a  cent.  Does  not  it  affect  the  amount  of  reserves  necessary 
for  the  one?  I  know  it  is  an  uncertain  amount;  and  in  considering  the 
subject  belore  us,  I  put  it  out  of  the  question  entirely.  I  take  the 
actuaries'  ideas,  and  the  commissioner's  ideas,  and  make  the  companies 
keep  on  hand  the  full  amount  of  the  reserve  apon  the  rate  adopted.  I 
don't  allow  it  to  influence  me  in  the  least  here*  but  there  is  that  question 
still ;  and  it  is  one  which  I  do  hope  we  shall  do.  something  here  to  put 
an  end  to;  and  for  that  reason  I  should  not  allow  it  to  influence  our 
action  at  all  now.  Let  us  do  what  we  can  to  get  rid  of  the  evil;  and 
then  we  shall  have  nothing  to  legislate  for. 
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Mr.  W.  £.  Hakviy  :  Mr.  President,  I  think  my  whole  half  hour  wms 
not  ased  up  when  I  last  addressed  the  convention. 

It  has  been  suggested  that  in  case  the  actuaries'  four  per  cent  is 
adopted  as  the  basis  of  reserve,  there  might  be  a  difficulty  attending 
the  raiting  of  the  reserve  by  those  companies  who  are  now  operating 
upon  the  basis  of  the  American  four  and  one-half  or  any  other 
standard.  For  that  reason  I  have  proposed  the  following  as  an  addition 
to  the  report  of  the  committee : 

'■*'  Rts^lvedj  That  whenever  it  shall  appear  that  the  sum  of  the  assets  of 
an/  life  insurance  company  shall  fall  below  the  reserve  as  calculated 
upon  the  legal  standard,  a  gross  valuation  should  be  made  as  a  test  of 
solvency,  taking  into  consideration  the  future  premiums  receivable, 
deducting  therefrom  fifteen  per  cent  for  expenses  and  contingencies ;  and 
that  no  company  should  declare  or  pay  any  dividend  to  either  its  stock- 
holders or  policyholders  unless  its  net  assets  shall  equal  in  value  its  lia- 
bilities calculated  by  the  net  method,  and  on  the  legal  basis." 

In  offering  this  amendment  to  the  report  of  the  committee  I  do  it  for 
the  reason  that  some  of  the  Illinois  companies  who  have  suffered  by  the 
fire,  and  whose  assets  were  reduced  below  the  legal  standard  of  that  state, 
or  four  per  cent,  are  very  desirous  that  that  standard  should  be  main- 
tained in  the  state ;  that  unless  some  relief,  and  the  relief  that  this  reso- 
lotion  would  give  them  is  afforded  they  must  ask  for  a  lower  standard  of 
valaation.  I  think  the  mutual  companies  in  Illinois  all  prefer  the  actuary's 
four  per  cent,  at  least  so  far  as  I  have  been  able  to  learn  their  opinion. 
I  conversed  with  some  officers  of  the  companies  on  Saturday  last.  They 
had  a  meeting,  and  I  stated  this  proposition  to  them  as  a  means  of 
affording  them  relief,  and  the  ability  to  maintain  the  four  per  cent  in  the 
futnre,  but  giving  them  dividends  for  a  year  or  two  as  it  would  be 
necessary  under  this  plan.  They  held  a  meetins  and  advised  me  by  tele- 
gnph  that  they  would  be  glad  to  see  this  plnn  adopted  by  the  convention. 

Ine  PRssfDBKT :  If  the  gentleman  will  allow  me  to  suggest,  this  motion 
lould  hardly  be  in  order  unless  he  would  withdraw  the  original  resolu- 
tion which  he  presented,  and  presented  it  altogether  as  an  amendment  to 
Mr.  Reynolds's. 

Mr.  W.  E.  Hakvky,  of  Illinois :  I  do  not  offer  this  as  a  substitute  for 
mj  motion.  It  is  merely  a  means  to  enable  companies  to  get  over  the 
difficulty  of  reserving  on  as  low  a  standard  as  four  per  cent. 

The  Prbsidbnt:  Could  not  the  gentleman  incorporate  all  the  original 
resolution  with  this. 

Mr.  W.  E.  Harvby,  of  Illinois ;  No  matter  which  standard  is  adopted 
IS  the  basis  of  reserve,  something  of  this  kind  is  necessary,  and  this  will 
enable  companies  to  go  to  a  higher  reservation. 

Mr.  Reynolds  :  I  do  not  think  that  we  could  entertain  the  motion 
that  is  now  pending  as  it  has  not  any  connection  with  the  question  before 
the  convention. 

The  Prksidsnt  :  No,  sir;  it  is  not  in  order. 

Mr.  Harvby,  of  Missouri :  I  would  merely  say  that  I  understood  the 
object  of  the  gentleman  from  Illinois  (Mr.  W.  E.  Harvey)  in  introducing 
that  resolution  at  this  time  was  for  the  purpose  of  affording  an  oppor- 
tooitj  to  a  gentleman  present — a  commissioner  of  one  of  the  states — to 
aplain  his  views  upon  that  matter.  He  may  be  called  away,  and  I  would 
like  to  hear  from  him. 

The  Prbsidbnt  :  I  think  it  might  be  incorporated  in  the  resolution 
vhich  he  offered,  making  the  whole  of  it  his  substitute  for  the  report. 

The  suggestion  is,  that  you  incorporate  in  this  resolution  the  resolu- 
tion which  you  first  offered,  and  which  is  now  before  the  convention,  and 
ill  that  together  he  offered  as  an  amendment  to  Mr.  Reynolds's. 
Then  both  subjects  are  open  for  discussion,  and  will  come  regularly 
Wore  the  convention,  and  in  a  proper  order.  As  it  now  stands,  the 
natter  is  *' wrong  end  first"  before  the  convention. 
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Mr.  W.  E.  Harvby,  of  Illinois :  As  I  do  not  wish  to  go  head  foremost 
in  this  matter,  I  will  get  some  mucilage,  and  tack  the  two  together. 

The  Prbsidbnt:  We  will  consider  the  resolution  of  Mr.  W.  E. 
Harvey,  with  this  clause  appended  to  it,  as  now  offered  as  an  amend  ■ 
ment  to  the  resolution  of  the  gentleman  from  Alabama  (Mr.  Reynolds). 
Unless  there  is  some  objection  on  the  part  of  some  member  of  the 
Convention,  that  will  be  so  considered. 

Mr.  RsYNOLDS:  I  will  suggest,  Mr.  President,  that  if  the  report 
shows  my  resolution  as  an  amendment   we  cannot  further  amend  it. 

The  Prbsidbnt:  Your  resolution  will  now  stand  as  a  motion  to 
endorse  the  report  of  the  committee,  and  Mr.  Harvey's,  as  a  motion 
incorporating  the  changes  contained  in  his  resolution. 

Mr.  Harvey,  of  Illinois :  We  will  move  back  the  wheels  of  time,  and 
pnt  this  in  with  the  original  motion. 

Mr.  Harvby,  of  Missouri :  I,  for  one,  would  like  to  hear  from  Mr. 
Clarke,  of  Massachusetts,  on  this  matter,  if  he  is  ready  to  say  anything. 

The  Prbsidbnt  :  He  will  probably  give  us  his  views  when  he  thinks 
the  proper  time  has  come. 

Mr.  Clarkb  :  Mr.  President  and  gentlemen  of  the  convention :  I  did 
not  intend  at  this  stage  of  the  proceedings  to  express  my  views  upon  this 
subject,  and  I  do  not  feel  quite  prepared  to  do  so.  I  will  state,  however, 
that  I  am  here  entirely  unprejudiced  in  this  matter,  entirely  uncommitted 
I  should  have  said.  I  came  to  hear  what  was  to  be  utte*%d  on  both  sides 
of  this  important  question.  I  am,  in  other  words,  open  to  conviction. 
At  the  same  time  I  must  be  allowed  to  say  that  my  feeling  has  been 
strongly  in  favor  of  the  standard  adopted  hy  my  own  state.  I  have 
listened  attentively  to  the  arguments  which  have  been  given  in  favor  of  a 
six  per  cent  and  a  four  and-a-half  per  cent  valuation.  I  have  read 
with  interest  and  care  the  very  able  report  of  the  committee,  and  also 
the  report  submitted  by  our  friend  Mr.  Barnes  yesterday,  but,  thus 
far,  I  have  failed  to  aiscover  in  any  of  those  utterances  sufficient 
reasons  to  warrant  me  in  favoring  a  departure  from  the  standard  of 
my  own  state.  I  am  not  a  partisan  in  this  matter.  As  I  have  already 
said,  I  am  ready  to  receive  and  consider  every  point  which  may  be 
submitted  in  favor  of  the  other  propositions.  The  standard  of  valuation 
adopted  by  Massachusetts  is  not,  as  our  friend  from  Maine,  (Mr. 
Paine)  gives  us  to  understand,  of  English  origin.  In  England,  as 
we  all  know,  the  standard  is  three  and-a-half  per  cent.  Ours  is  a 
medium;  it  is  a  compromise  between  the  three  and-a-half  and  four 
and-a-half  per  cent  standard.  Now  I  have  this  feeling,  that,  with  a 
four  per  cent  standard  of  valuation,  we  are  safely  moored.  If  we  get 
back  the  American  experience  table  of  mortality,  against  which  I 
urge  no  objection,  if  we  were  to  adopt  that  standard,  I  should  feel, 
that,  in  view  of  its  undeveloped  character — and  by  this  I  mean  simply 
that  it  has  not  attained  sufficient  age  and  experience  to  warrant  it  as 
a  standard  for  permanent  adoption — I  should  feel  that  we  were  cutting 
loose  from  what  we  now  know  to  be  a  safe  basis.  As  you  will  perceive 
by  my  remarks,  I  am  averse  to  cutting  loose  from  what  we  know 
to  be  safe,  for  anything  which  indicates  uncertainty.  In  the  report  given 
to  us  yesterday  by  our  friend  Mr.  Barnes,  this  thought  was  developed, 
that  we  might  adopt  the  American  experience  table  at  four  and-a»half 
per  cent  with  the  condition  that  it  might  be  modified  by  further  develop- 
ipents.  I  am  opposed  to  accepting  any  change  unless  we  can  be  assured 
in  the  outset  that  it  is  to  be  a  safe  and  permanent  one.  I  am  warranted 
in  sayin^^  the  universal  sentiment  of  our  people  is  in  favor  of  the  standard 
which  we  have.  I  believe  that  nearly  all,  perhaps  all  of  the  companies 
in  New  England,  are  also  in  favor  of  the  same  basis.  The  Union  Mutual, 
of  Maine,  I  am  authorized  to  represent  as  decided  upon  this  question. 
The  Massachusetts  companies,  I  know,  are  a  unit  in  favor  of  the  four 
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percent  reserve.  The  Connecticut  companies,  so  far  as  I  have  the  means 
of  knowin^^,  I  am  officially  informed  that  several  of  them  are  in  favor  of 
the  four  per  cent  reserve.  Taking  these  facts  altogether,  and  also  the 
additional  information  which  I  have  received  through  correspondence 
with  companies  in  other  states,  I  feel  fully  warranted  in  taking  the 
position  which  I  now  announce.  It  is  very  well  known  to  many  of  the 
gentlemen  in  this  convention,  and  it  was  announced  in  Mr.  Barnes's 
report  yesterday,  that  the  experience  of  the  Massachusetts  department, 
the  present  year,  covering  the  results  of  1870,  developed  a  lar^e  degree 
of  impairment.  It  is  all  true.  A  part,  however,  a  very  large  portion  of 
this  impaim&ent  was  not  a  financial  impairment.  It  grew  out  of  the 
ikct  that  several  companies  had  failed  to  render  complete  returns.  In 
one  single  instance  a  company  had  neglected  to  return  to  the  Massa- 
chusetts department  upwards  of  two  millions  of  insurance  which  had 
long  previously  ceased  to  exist.  Those  of  us  who  know  anything  about 
the  principles  of  valuation,  who  understand  the  principle  of  its  appli- 
cation, -will  see  at  once  that  such  a  fact  as  this  placed  that  company 
immediately  below  all  recognition  as  a  solvent  company,  and  there  were 
other  companies  in  the  same  condition ;  so  that  a  very  large  portion 
of  the  two  millions  and  five  or  six  hundred  thousand  dollars,  whatever 
the  amount  of  impairment  was,  developed  by  the  experience  of  Massa- 
chusetts, grew  out  of  this  imperfect  manner  of  making  returns. 

But  I  confess  that  there  was  a  large  amount  of  actual  financial  impair^ 

ment  growing  out  of  the  severity  of  the  test  which  Massachusetts  has 

imposed  upon  companies  doing    business  within    her    borders.     Now, 

although  this  test  has  been  so  severe,  although  several  companies  have 

tofiered  —  if  that  is  a  proper  term  to  use  —  by  its  severity,  yet,  let  me 

say  to  you,  gentlemen,  that  a  majority  of  those  very  companies  have 

sssured  me   of  their  perfect  confidence  in,  and  satisfaction  with,   the 

standard  vrhich   we    apply.    They  have    signified,  also,    their    perfect 

determination  to  adhere  to  it,  and  expressed  their  preference  for  that 

rather  than  for  the  four-and-a-half  per  cent  valuation.     I  have  no  sort  of 

doubt  that  a  large  number  of  the  companies  doine  business  in  our  state, 

coming  from  other  states,  New  York,  Pennsylvania  and  farther  west,  are 

taking  the  same  ground;  indeed,  I  have  information  to  that  effect  Now, 

although  the  test  of  which  I  am  speaking  is  so  severe  in  its  application,  I 

am  still  constrained  to  feel  that,  after  all,  it  is   the   safest  standard. 

I  have  carefully  examined  its  bearing  in  every  relation,  and  I  have  failed 

to    discover    any   reasons  —  sufficient    reasons  —  warranting    us    in    a 

departure  from  that  rule.    I  see  nothing  in  the  financial  status  in  the 

business  of  life  insurance,  I  see  nothing  in  the  present  or  prospective 

rates  of  interest,  as  likely  to  be  affected  by  growth,  by  commercial  and 

industrial  growth,  or  by  the  development  of  state  or  national  resources, 

which  warrant  a  departure  from  that  rule.    And  yet,  if  gentlemen  here 

can  convince  me,  and  I  am  open  to  conviction,  that  I  am  wrong  in  this 

view,  I  shall  be  most  happy  to  yield.     I  do  not  stand   here  with  any 

disposition  to  be  ungenerous  or  unkind,  or  arbitrary.     I  am  desirous  of 

favoring  every  company  doing  business  in  my  own  state  to  the  utmost  of 

my  power,  and  yet,  as  a  faithful,  conscientious  man,  and  public  officer, 

I  am  com|>elled  to  adopt  the  views  which  I  have  expressed. 

In  regard  to  the  resolution  presented  by  the  gentleman  from  Illinois 
(Mr.  W.  £.  Harvey)  and  particularly  the  amendment  offered  to  his  reso- 
lution, both  of  which,  as  I  understand,  are  to  be  embodied  in  one,  I  am 
inclined  to  think  that  the  application  of  the  amendment  will  relieve  com- 
panies who  have  been  acting  upon  the  four  and  a  half  per  cent  reserve, 
and  will  enable  them  to  maintain  a  four  per  cent  standard.  I  know,  and 
it  is  well  known,  that  a  company  which  can  sustain  itself  upon  a  four  per 
cent  valuation  is  entitled  to  credit.  I  do  not  mean  by  this  any  reflection 
upon  others,  but  I  do  say  that  a  company  in  our  state  which  can  main- 
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tain  itBclf  under  a  four  per  cent  reserve,  commands  the  confidence  of  our 
community,  and  so  it  will  be  everywhere.  I  am  in  favor  of  reserving  a 
full  and  sufficiently  ample  amount  for  any  emergency.  Take  the  Chicago 
disaster  as  an  illustration,  and  tell  me,  if  you  please,  which  of  the  companies 
involved  in  that  disaster  have  come  out  of  it  best?  I  say  in  almost 
every  case  those  companies  which  had  the  largest  reserve.  I  am  in  favor 
of  a  large  reserve,  and  this  very  fact  illustrates  its  value. 

I  have,  Mr.  President  and  gentlemen,  but  few  words  to  say  on  this 
subject.  I  did  not  propose  to  speak  at  all  to-day,  and  I  only  offer  these 
words  as  simply  defining  my  position  on  this  question.  A  gentleman 
from  my  own  state,  Mr.  Mason,  the  actuary  of  the  Massachusetts  Mutual, 
of  Springfield  would  like  to  express  in  very  few  words,  his  views  upon 
one  or  two  points,  and  I  very  willingly  yield  a  few  moments  of  the  time 
allotted  to  me  for  that  purpose,  reserving  whatever  ma^  remain  to  be 
occupied  at  some  future  stage  of  our  proceedings.  If  the  convention 
does  not  object  I  would  like,  at  this  point,  to  have  Mr.  Mason  express  his 
views  on  two  or  three  points  which  are  in  his  mind,  occupying  only  a 
portion  of  my  own  time ;  and  with  these  remarks,  Mr.  President,  I  prefer 
to  reserve  what  else  I  may  have  to  say  until  some  other  time. 

RsMARKS  OF  Mr.  J.  Wbir  Mason. 

Mr.  Mason  :  Mr.  President  and  gentlemen  of  the  convention — Com- 
missioner Clarke  said  to  me  that  he  would  endeavor  to  give  me  an 
opportunity  to  express  to  the  convention  some  of  the  views  which  I  hold 
on  this  subject,  and  to  lay  before  them  some  facts  which  I  thought  were 
worthy  of  their  consideration.  I  had  supposed  that  the  opportunity 
would  not  come  until  later  in  the  session,  when  I  would  have  .had  the 
time  to  prepare  what  I  had  to  say  somewhat  more  elaborately  than  I 
shall  now  be  able  to  present  it  At  the  same  time  I  regret  the  fact 
of  speaking  now,  the  less  because  several  points  which  I  wished  particu- 
larly to  impress  upon  the  consideration  of  the  gentlemen  have  been 
already  brought  forward  in  the  address  by  the  commissioner  from  Maine 
(Mr.  Faine),  more  particularly  the  consideration  of  the  probable  future 
rate  of  interest.  Most  of  the  points  which  he  presented  seem  to  me  to 
look  very  strongly  toward  the  future  decline  in  the  rate  which  could  be 
realized  and  attained  by  companies.  I  do  not  mean  to  say  the  rate  which 
could  be  obtained  on  certain  forms  of  investments,  either  upon  bond  and 
mortgage  or  upon  government  bonds,  but  the  rate  that  the  companies 
themselves  could  depend  upon  showing  at  the  end  of  the  year  as  received 
upon  their  assets,  taking  into  consideration  all  the  delays  incidental  to 
the  collection  of  the  premiums  themselves  and  all  the  interest,  and  all 
the  other  peculiar  circumstances  which  he  so  well  represented. 

I  do  not  mean  to  go  over  these  points  again,  but  I  do  wish  to  ask  the 
members  of  the  convention  whether  Mr.  Pame's  statement  did  not  prove 
more  than  he  drew  from  them — in  other  words,  whether  they  did  not 
prove  the  advisability  of  a  four  per  cent  standard  instead  of  one  at  four 
and  one  half  per  cent.  Take  his  own  figures  as  he  presented  them.  See 
how  very  close  upon  four  and  four  and  one  half  per  cent  the  average  rate 
of  interest  realized  by  the  companies  during  the  past  few  years  has  been. 
Consider  the  universal  experience  of  civilized  communities  in  the  declin- 
ing rate  of  interest,  as  they  grow  in  wealth  and  in  the  accumulation  of 
capital.  Consider  the  imminent  danger  of  taxation  upon  our  reserves 
and  the  fact  that  one  per  cent  of  taxation  that  is  imposed  diminishes  the 
rate  realized  just  as  much — the  tax  imposed  on  the  reserves  I  mean. 

From  these  facts  I  think  most  gentlemen  will  perceive  that  there  is 
danger  that  four  per  cent  is  all  that  will  be  realized  on  the  average  by   . 
companies, — some  companies,  I  cannot  say  how  many.     Then  if  there  is 
danger  that  such  a  period  will  last  for  several  years  it  seems  to  me  that 
the  only  safety  and  the  only  way  to  avoid  great  trouble  for  our  insurance 
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o(nnp«nie«  will  be  to  fix  the  standard  so  low  that  no  probable  diminution 
in  the  rate  of  interest  will  affect  us  injuriouslj.  And  it  seems  to  me  in 
Tiew  of  what  Mr.  Paine  sajs  that  four  per  cent  is  as  high  as  we  ought  to  go. 
I  wish  to  sajr  one  or  two  words  more  with  reference  to  the  table  of 
mortalitj  to  be  used.  That  is  a  subject  with  reference  to  which  I  speak 
with  diffidence.  Actuaries  of  far  greater  experience  than  myself  and 
with  far  better  opportunities  of  judging,  differ  with  me.  What  I  offer  to 
the  consideration  of  the  convention  is  merely  the  result  of  my  own 
thoughts  uDon  the  subject,  and  a  comparison  with  the  views  of  different 
persons. 

I  take  the  report  of  the  committee  for  m^  text  They  sa^  that  the 
Actuaries'  and  American  tables  dtffer  but  little  in  the  rate  of  mortality 
which  they  provide  for;  that  they  both  are  considerably  below  the 
rxperience  or  American  companies;  that  the  American  table  is  consider- 
ably below  the  experience  of  American  companies.  In  "Vfhat  sense  does 
that  represent  the  experience  of  American  lives  ?  In  fact,  if  the  Mutual 
Life  falls  below  the  experience  in  that  table,  does  it  represent  the  experi- 
ence of  the  Mutual  Lfife.  I  mean  how  does  it  represent  that  experience  to 
such  a  degree  that  we  should  be  bound  to  take  it  as  the  best  possible 
exponent  of  the  mortality  of  American  lives?  That  will  be  answered  by 
gentlemen  more  familiar  with  the  table.  But  it  is  a  question  which  i 
wish  to  bring  up  so  that  it  can  be  answered  when  others  come  to  speak. 
It  seems  to  me  that  the  only  reason  why  our  American  experience  has 
fallen  below  the  mortality  called  for  by  the  American  table,  is  simply  the 
fact  that  the  insured  in  our  companies  have  been  of  such  recent  selection ; 
in  other  -words,  the  effect  of  medical  selection  had  not  sufficiently  worn 
out  to  enable  the  ^nortality  to  reach  what  it  will  be  when  the  companies 
are  somewhat  older.  And  if  this  American  table  would  go  back  far 
enoug^h  to  make  me  perfectly  certain  of  the  data  upon  which  it  was  based, 
and  to  show  the  effect  of  their  selection,  I  should  be  very  willing  to 
admit  that  it  is  the  best  standard  to  be  used.  But  it  seems  to  me  that  it 
differs  from  our  actual  experience  in  one  direction  and  from  the 
Actuaries'  in  another,  just  as  I  would  expect  these  tables  to  differ  from 
each  other :  when  one,  the  Actuaries',  was  based  upon  a  long  series  of 
jearSf  when  medical  selection  had  comparatively  but  little  effect,  and 
when  the  American  was  based  upon  a  long  scries  of  years  when  medical 
selection  had  a  certain  effect,  and  the  rate  was  based  on  a  still  shorter 
number  of  years,  and  a  fresher  number  of  lives.  It  seems  to  me  in 
establishing  a  standard  which  is  to  be  maintained  for  a  great  many 
years,  companies  will  be  more  safe  to  take  that  which  is  based  on  the 
longest  standard,  if  that  experience  was  derived  from  a  different  country 
from  our  own.  And  I  am  a  little  confirmed  in  that  belief  by  noticing 
that  the  ages  in  which  the  difference  exists  so  strongly  between  the 
Actuaries'  and  the  American  table  are  just  those  where  freshness  of  selec- 
tion on  the  part  of  the  lives  upon  which  that  table  was  based  would  be 
most  apparent,  viz.,  the  middle,  ordinarily  assurable  ages. 

Still  further  am  I  inclined  to  favor  the  Actuaries'  table  from  the  fact 
that  its  results  are  so  strongly  confirmed  by  the  new  Actuaries',  made 
independent  of  it;  or  made  in  a  somewhat  different  way,  and  made  in  a 
manner  which  seems  as  nearly  perfect  as  I  think  such  a  thing  can  be 
done  to  eliminate  the  chances  of  mistake. 

I  do  not  think  there  is  any  doubt  that  the  mortality  of  English  assured 
Uven — or  the  assured  lives  of  Great  Britain,  perhaps  I  should  say — is  more 
fairly  represented  by  the  Actuaries' table  than  by  any  other  which  we  have 
ever  had,  and  as  far  as  the  considerations  which  lead  us  to  suppose  that 
life  in  this  country  is  of  greater  duration  than  in  the  old  countries,  and 
also  that  our  assured  lives  are  subject  to  a  different  standard  from  that 
which  prevails  in  the  assured  llves^  of  the  old  country.  I  can  only  say 
until  we  have  had  more  experience,  those  considerations  will  have  great 
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weight.  All  we  can  say  now  is  that  it  seems  so.  The  aim  has  been  to 
fix  a  common  standard  which  will  insure  absolute  security.  It  appears 
to  me  better  to  take  a  standard  about  which  there  is  no  doubt  what- 
ever. 

I  have  spoken  rather  in  support  of  the  views  of  the  state  of  Massa- 
chusetts, than  with  the  hope  that  I  may  offer  any  thing  new  to  the  con- 
vention. If  I  am  wrong  in  any  of  my  data,  or  in  my  inferences  from 
them,  there  are  gentlemen  to  follow  who  are  very  able  to  correct  me. 

Mr.  Caldwell  :  (At  three  o'clock  P.  M.)  I  move  that  the  convention 
do  adjourn. 

Which  was  lost. 

Mr.  Packlbr  of  Tennessee :  Mr.  President,  knowing  that  Mr.  Homans, 
formerly  actuary  of  the  Mutual  Life,  would  be  able  to  express  some  views 
on  the  subject^  and  that  he  desires  to  do  so  at  some  time  during  this 
session  of  this  convention,  I  wish  him  to  occupy  a  part  of  my  time,  reserv- 
inff  a  portion  for  my  own  use  in  case  I  may  wish  to  speak  on  this 
suDJect. 

RxMARKS  OF  Mr.  Shsppard  Homans. 

Mr.  Prbsidbnt  :  My  friend,  Mr.  Fackler,  is  not  quite  correct  in  his 
statement,  for  I  have  no  speech  to  make;  and  I  don't  think  it  would  be 

S|uite  proper  for  me  to  speak  of  the  American  table,  as  it  is  of  my  own 
ormation ;  although  it  may  be  well  to  say  in  answer  to  the  remarks  of 
the  gentleman  from  Massachusetts,  who  spoke  a  moment  ago,  that  that 
table  was  intended  to  be  a  representation  of  the  experience  of  the  Mutual 
Life,  in  which  the  effects  of  recent  selection  were  carefully  eliminated. 
That  is  to  sav,  it  represents  the  experience  of  the  Mutual  Life  after  the 
first  two  or  tnree  years  of  its  policy  were  eliminated. 

I  appreciate  highly  your  vote  onerinz  me  an  opportunity  to  make  any 
remarks,  but  I  have  none  prepared.  I  came  here  to  listen  to  your  dis- 
cussions, in  which  I  take  a  great  interest.  I  may  say  here,  that  I  have 
read  very  carefully  the  report  of  your  committee  on  valuations;  and  beg 
to  tender  my  appreciation  of  the  conscientious  labor  of  those  gentlemen 
in  investigating  the  subject,  and  in  making  that  report.  It  augurs  well 
for  the  future  of  life  insurance,  that  we  have  men  who  will  devote  their 
minds  and  their  energies  to  the  working  out  of  the  problem  to  its  founda- 
tion.    NVith  these  remarks  I  will  close  for  the  present. 

Remarks  of  Mr.  Edwin  W.  Bryaitt. 

Mr.  President :  Prior  to  the  first  session,  it  had  never  occurred  to  me 
that  the  task  of  valuing  a  life  insurance  policy  was  a  very  difficult  one. 
But  having  listened  patiently  here,  and  at  the  sessions  of  the  valuation 
committee  having  heard  all  that  my  brother  actuaries  had  to  advance  on 
the  subject,  I  have  reached  the  conclusion  that  no  more  complex  problem 
ever  puzzled  the  wits  of  man  than  the  valuation  of  an  insurance  policy 
by  an  insurance  department.  Here  are  sixty  or  seventy  companies  pro- 
ceeding upon  probably  thirty  rates  of  premium.  Of  the  difference  in 
the  rates — the  widest  arise  from  different  bases  of  interest.  Some 
differ  in  the  premiums,  of  course,  from  changes  in  the  percentages  of 
loading.  So  far  as  the  valuations  have  yet  been  made  they  have  dealt 
with  the  net  premium  only,  that  which  is  computed  upon  the  basis  of 
mortality  and  interest. 

The  remarks  that  I  am  about  to  make  will  give  my  individual  opinions, 
and  will  in  no  way  represent  the  official  opinion  of  the  state  of  New 
York  or  its  present  administration. 

1st.  I  dissent  wholly  from  the  opinion,  which  has  found  some  advocates 
before  you,  that  the  state  should  exercise  only  so  much  supervision  over 
insurance  companies  as  merely  to  cause  their  accounts  to  be  certified  to 
by  a  state  insurance  officer. 
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I  hold  it  tobeclearl/  the  dntj  of  the  state,  not  only  to  require  from 
these  companies  full  and  explicit  annual  statements  of  their  transactions, 
tssets,  liabilities,  etc.,  but  aUo  to  require  them  to  maintain  such  reserves, 
tecurelj  inrested,  as  will,  with  the  premiums  receivable,  undoubtedly 
enable  them  to  carry  forward  their  contracts  to  maturity. 

2nd.  For  purposes  of  state  valuations  of  life  policies,  I  recommend  the 
American  Experience  table  of  mortality  constructed  by  Mr.  Sheppard 
Homans.  Though  the  paucity  of  the  data  upon  which  this  table  is  based 
might,  a  few  years  ago,  have  been  accounted  a  reason  against  its  adop- 
tion, the  argument  now  will  have  no  weight,  as  the  table  is  well  con- 
firmed by  the  large  experience  of  the  Mutual  Life  insurance  company  of 
New  York,  as  well  as  by  the  general  experience,  so  far  as  we  know  it,  of 
other  American  companies. 

3rd.  The  rate  of  interest  to  assume  in  state  valuations  of  each  company 
should,  in  my  opinion,  be  the  rate  adopted  by  the  company  in  the  com- 
putations of  Its  premiums — subject  to  the  following  qualifications : 

A.  That  the  net  premiums  valued  should  be  so  much  exceeded  by  the 
actual  premiums  as  to  give  a  proper  margin  for  expenses. 

B.  That  the  rate  of  interest  should  be  so  low  as  to  be,  beyond  reason- 
able doubt,  probable  of  realization.  A  maximum  rate  of  interest  for 
itate  valuation  should  be  established  by  law,  and,  in  case  a  company's 
rate  of  interest  should  be  higher  than  the  maximum  state  valuation  rate, 
the  valuation  should  be  made  as  stated  (in  D)  below. 

C.  That  the  actual  premiums  shall  not  have  been  constructed  by  a  V€ry 
large  loading  upon  a  net  premium  at  a  high  rate  of  interest,  (with  the 
obvious  intent  of  3ecuring  a  large  actual  premium,  and  of  making  a 
relatively  small  reserve.) 

D.  In  every  case  in  which  the  net  future  premiums  valued  shall  be 
smaller  than  the  net  premiums  by  the  valuation  rate  of  interest,  the 
company  should  be  required  to  reserve,  from  the  outset,  a  sum  equal  to 
the  whole  of  the  difference  between  the  present  value  of  the  actual  net 
premiums,  and  the  net  present  value  of  the  sums  insured.  This  (D)  is 
an  explanation  of  the  proper  mode  of  procedure  in  case  6,  supposed, 
foregoing;  and,  mutatis  mutandis^  it  applies  in  case  A. 

E.  In  case  C,  supposed,  foregoing,  the  adoption  of  premiums  con- 
structed as  therein  stated,  should  be  regarded  as  an  evasion  of  the 
intention  of  the  law  to  require  a  high  reserve  from  high  premiums,  and 
if  the  loading  should  exceed,  say,  (50)  per  cent  of  the  net  premium,  a  full 
four  (4)  per  cent  reserve  should  be  required. 

4th.  I  do  not  consider  myself  qualified  to  express  an  opinion  as  to  the 
maximum  rate  of  interest  upon  which  net  reserves  should  be  permitted; 
an  answer  to  this  question  should  be  sought  from  the  leading  conserva- 
tive business  and  financial  men  of  the  country,  at  large,  especially  those 
who  have  no  direct  interest  in  the  life  companies,  as  their  opinions  are 
likelvto  be  unbiased;  but  whatever  the  maximum  rate  allowed  may  be, 
it  is  I  think,  clear  that  the  reserves  of  all  companies  whose  present 
actual  premiums  are  based  on  lower  rates  of  interest  should  be  main- 
tained upon  these  rates.  The  difference,  say,  between  six  (6)  and  (4) 
percent  rate  of  premium  is  paid  to  insure  against  the  fall  interest  from 
ux  (6)  to  four  (4;  per  cent,  and  being  paid,  should  be  reserved  for  that 
purpose. 

5th.  The  existing  system  of  state  valuations  (however  suitable  it  may 
bare  been  in  times  past)  is,  in  my  judgment,  wholly  unadapted  to  the 
ptesent  condition  of  life  insurance.  To  continue  it,  is  simply  to  dis- 
Rgardboth  fact  and  reason;  seeing  that  the  actual  net  premiums  oi 
iBanj  of  our  companies  differ  so  greatly  from  the  net  premiums  by  our 
standards  of  valuations.  For  though,  on  the  one  hand,  no  valuation 
&boald  ever  be  made  by  taking  into  account  a  net  future  premium 
f^M/erthan  the  net  premium  by  the  valuation  rate  of  interest;  on  the 
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other  hand,  it  should  never  be  assumed,  contrary  to  the  facU^  that  the 
net  future  premium  actually  receivable  is  equal  to  the  net  premium  bjr 
the  valuation  rate  of  interest  If  the  process  of  valuation  is  worth  an^ 
thing  as  a  means  of  getting  at  facts,  and  if  the  words  which  describe  the 
process  are  to  have  anjr  rational  meaning,  then  the  process  can  be  sub- 
stantially set  forth  only  in  words  about  like  thene : 

'*  Four  (4)  per  cent  being  for  the  occasion  taken  as  the  valuation-rate 
of  interest,  when  we  make  a  valuation  by  it  we  undertake  to  make  such 
computations  as  will  show  that  the  present  value  at  four  (4)  per  cent  of 
the  net  premiums  yet  to  be  received,  and  the  reserve  in  hand,  are 
together  equal  to  the  four  (4)  per  cent  present  value  of  the  insuance." 

(And,  \\  may  be  added,  that  the  net  premium  valued  is  not  to  be 
greater  than  a  net  four  (4)  per  cent  premium.) 

Suppose  the  terms  of  a  policy — ordinarpr  life,  premium  to  continue  for 
life;  present  age,  forty  (40y  years;  sum  insured,  one  thousand  dollars- 
($i,coo;)  policy  in  company  A,  issued  at  the  net  four  (4)  per  cent  pre 
mium,  $23,677;  one  policy  in  company  B,  at  the  six  (6)  per  cent  net 

Eremium,  $19,965.  At  the  instant  of  issue,  the  premium  having  just 
een  paid,  the  assumption  is,  that  if  the  company  has  in  hand  the  differ- 
ence between  the  present  value  of  a  net  four  (4^  per  cent  future  premium, 
and  the  net  four  (4)  per  cent  value  of  the  sum  insured,  it  holds  a  four  (4]) 
per  cent  reserve. 

The  present  value  of  the  insurance  is  in  each  case  $38i.o4a  The 
present  value  ot  the  net  future  premims,  company  A,  ($15*093  x  $23,677^ 
=$357.363 — which  taken  from'  the  present  value  of  the  insurance,  $381.04, 
shows  $23,677  to  be  the  present  reserve,  which  company  A  makes  good 
wiih  its  premmm.  But  company  B,  receiving  the  six  (6)  per  cent  prem- 
ium, $19.^5,  must  supply  $3.^12  from  its  capital  or  other  resources  to 
make  up  its  reserve  on  the  policy  to  $23.67^.  But  the  fact  is,  in  the  case 
of  company  B,  that  the  actual  net  premium  is  but  $19-965,  and  the  present 
value  of  the  net  premiums  yet  receivable  ($15,003  x  1^.965)  =$301,332, 
which,  deducted  from  $381.04,  the  present  value  of  the  insurance,  leaves 
$79- 7<^  as  the  necessary  present  reserve.  Toward  this  the  premium  just 
paid  will  contribute  $19,965,  leaving  $59,753  to  be  made  up  from  other 
sources.  The  latter  is  the  only  true  four'  (4;  per  cent  valuation  of  such 
a  policy. 

A  company  with  $1,000,000  capital  could  issue  as  many  policies  as 
there  are  living  at  the  age  of  forty,  (40,)  by  the  actuaries  table,  78,653,  for 
$3,425  each,  at  a  six  (6)  per  cent  net  premium  of  $68,383  on  each.  The 
four  per  cent  reserve  at  the  instant  of  issue  would  be  $81,097  each,  which 
would  require  $12,714  for  each  policy,  or  one  million  dollars  for  all,  to 
supply  the  needful  reserve  at  four  per  cent,  valuing  in  the  manner  first 
above  shown,  which  is  the  method  now  practiced  in  state  valuations. 

Valuing  by  the  true  method,  at  four  per  cent,  a  company  having  a 
million  dollars  capital  could  provide  a  reserve,  at  the  inslant  of  issue,  for 
the  same  number  of  policies  as  above,  78,653,  for  the  amount  insured  of 
only  $2121*^1%  (instead  of  $3)495)  each,  the  net  annual  six  (6)  per  cent 
premium  being  $4,549.  The  present  value  of  the  insurance  under  each 
policy  would  be  $81,085;  the  present  value  of  the  net  future  premiums 
would  be  ($15,093  X  $4,249)  $04,122,  to  which  add  the  net  premium  just 
paid,  $4,449 =$63,37 1,  V"ich  deducted  from  the  present  value  of  the 
insurance,  $81,085,  shows  that  a  deficit  of  $12,714  must  be  filled  from  the 
capital  stock.  And  the  entire  million  capital  would  be  absorbed  in  sup- 
plying the  deficit  of  78,653  policies  of  only  $212  ^S-m  each.  Under  the  first 
shown  mode  of  valuation,  the  company  can  assume  more  than  sixtMu 
times  as  much  insurance  as  it  can  carry  safely  forward  with  its  actual 
premiums  on  the  state  assumption  of  four  per  cent  interest.  I  eay 
nothing  here  as  to  whether  or  not  the  valuation  rate  of  interest  should  be 
inflexibly  as  low  as  four  per  cent ;  but  if  this  is  the  valuation  rate,  the 
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ool/  correct  method  of  applying  it,  I  repeat,  is  as  last  above  shown, 
nainelj,  the  requireoient  of  a  present  reserve  equal  to  the  entire  differ- 
eace  between  the  four  per  cent  present  value  of  the  insurance,  and  the 
same  value  of  the  actual  net  premium  receivable.  The  state  should  either 
appljr  correctl J  its  interest  assumption,  or  abandon  the  assumption. 

It  may  be  urged  that  the  modes  of  valuation  I  have  recommended,  of 
giriag  the  full  and  correct  mathematical  effect  of  the  valuation  rate  of 
interest — be  that  rate  what  it  may — will  render  the  carrying  out  of  \  liua- 
doas  so  extensive  as  those  undertaken  by  insurance  departments  imprac- 
ticable, by  reason  of  the  complexity  of  the  entire  scheme.  This  I  deny, 
and  assert  the  practicability  of  carrying  these  plans  of  valuation  |tn to 
effect  Portfaer,  however  difficult  and  laborious  the  work  may  be,  it  is 
the  duty  of  the  state  to  have  it  correctly  done,  or  else  forbear  to  under- 
take it. 

6th.  In  conclusion,  upon  this  matter*  I  will  say  that  I  do  not  consider 
it  necessary  that  full  and  detailed  valuations  should  be  made  by  an  insur- 
ance department  of  all  the  policies  of  all  the  companies  reporting  to  it, 
nor  even  of  all  the  companies  of  its  own  state.  Such  valuations  skonld 
be  made  annually  by  a  department—and  be  paid  for  b/  the  companies— 
in  the  case  of  the  companies  that  may  not  have  valuations  made  annually 
for  their  own  purposes,  and  of  the  companies  valuing  upon  such  assump- 
tions as  will  not  give  a  reserve  equal  to  that  called  for  by  the  legal 
standards,  the  results  of  such  valuations  might  be  examined  by  the 
department  actuary,  the  character  of  the  work  thoroughly  tested,  and  its 
accuracy,  or  the  want  of  it,  could  be  ascertained  with  all  the  necessary 
degrees  of  certainty  and  exactness.  The  valuations,  verified  and  made 
orrect,  could  be  certified  to  by  the  proper  state  officer,  and  his  certificate  . 
W3ald  be,  I  may  say,  certain  t>  be  warranted  by  the  facts  of  the  case; 
for  the  actuaries  of  the  company  and  of  the  department  would  each 
exercise  the  greatest  care  to  do  his  work  thoroughly.  The  papers  show- 
ing the  computations  made,  in  applying  the  tests  for  determining  the 
accuracy  of  the  work,  by  the  department  would,  of  course,  be  preserved 
in  the  department.  Bach  actuary,  you  may  be  sure,  would  take  the 
l^reatest  care  to  see  that  he  did  not  "  go  wrong"  in  his  figures. 

/th.  I  do  not  regard  a  net  valuation  as  conclusive  '*  test  of  solvency." 
It  is  a  test  which  may  properly  be  applied  for  the  purpose  of  determining 
vhether   a  company  shall  be  allowed  to  continue   *'  to  transact  new 
business;"  but  it  does  not  decide  whether  a  company  should  not  be 
-iltowed   to  forward  with  its  existing  policies,  and  do  the  best  it  can 
tiward  paying  them  in  full  as  they  mature.    It  is,  I  think,  a  great  hard- 
ship to  the  members  of  a  life  company  that  its  dissolution  should  be 
<)mpelled  by  law  whenever  its  reserves  falls  short — by  however  small  a 
aam^ofthe  amount  required  by  our  legal  standards.      In  cases  where 
the  technical  deficit  is  not  large,  the  rates  of  premium  adequate,  and  the 
number  of  members  not  fewer  than  fifteen  hundred,  I  thinx  the  company 
should  be  permitted  to  continue  to  exist — of  course  issuing  no   new 
policies,  and  cutting  down  expenses  to  the  lowest  rate  possible;  in  time 
its  deficit  might  be  wholly  made  up,  so  as  to  enable  the  company  to 
reserve  by  the  legal  standard,  and  again  open  its  doors  to  new  entrants. 
But  if  the  deficit  be  so  great  as  that  there  is  no  likelihood  of  its  ever 
being  made  up,  it  does  not  follow  that  the  company  should  be  at  once 
compelled  to  wind   up.       The  question  to  the  present  policvholders 
simply  is,  in  what  form  they  will  bear  their  loss,  whether  by  that  inci- 
dent to  an  immediate  dissolution  of  the  company,  or  by  an  equitable 
reduction  of  the  amounts  insured,  the  company  still  going  forward,  and 
giving  to  each  member  present  as  much  insurance  as  his  present  actual 
re«nre,  and  premiums  yet  payable,  will  provide  for.     Unless  the  condi- 
tion of  the  company  be  absolutely  desperate,  I  think  it  should  be  allowed 
to  continoe^  and  fulff U.  as  iar  as  it  can,  its  existing  contracts. 
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Mr.  PiLLSBURY,  of  New  Hampshire :  I  was  rather  struck  with  the 
remarks  of  the  gentlemaa  who  has  just  taken  his  seat;  or,  rather,  his 
allusion  to  the  winding-up  of  conpanies  that  might  be  found  slightly 
deficient  in  their  net  reserve.  His  suggestion  struck  roe  very  favorably- 
His  proposition  I  understand  to  be,  to  permit  the  company  to  go  on  and 
take  care  of  the  policies  that  tbey  have  in  hand,  if  they  see  fit  so  to  do. 
and  do  the  best  they  can  with  them,  but  to  cease  doing  new  busine<(s.  I 
hope  that  suggestion  will  be  borne  in  mind  by  the  insolvency  committee. 

Mr.  N.  D,  Morgan,  of  New  York  city,  by  permission  'then 
addressed  the  convention,  as  follows : 

Remarks  op  Mr.  N.  D.  Morgan. 

Mr.  Morgan:  Mr.  President  and  ^Gen  tie  men— I  thank  you  for  the 
opportunity  which  is  afforded  me  for  saying  a  few  words  on  the  points 
which  are  now  before  this  convention. 

If  I  understand  them,  they  are:  First,  Aa  to  the  rate  of  mortality; 
Second,^ As  to  the  rate  of  interest;  Third,  The  proposition  made  bjr 
the  gentleman  from  Illinois  (Mr.  Harvey)  in  reference  to  a  teat^  final 
test — of  the  solvency  of  life  insurance  companies. 

First. -^As  to  the  question  of  mortality.  It  se#ms  to  me  that  the  time 
has  come  when  it  would  be  pertinent  for  a  body  like  this,  to  investigate 
the  present  condition  of  vitality  in  this  country. 

A  tneory  nas  oeen  started,  that  the  mortality  among  adults  in  the  United 
States  since  the  beginning  of  the  war  of  the  rebellion  had  demanded  of 
life  insurancj  companies  a  larger  responsibility  than  ever  before.  The 
effect  of  the  war,  and  its  incidents,  upon  the  nervous  system,  it  is  claimed, 
has  been  enormous.  And  it  seems  to  me.  that  unless  this  convention 
already  has  constituted  a  medical  committee  to  report  upon  this  state  of 
vitality,  it  has  come  short  of  its  work.  I  think  that  there  are  now 
published  statistics  in  reference  to  the  increase  of  nervous  diseases  and 
the  consequent  mortality  from  that  source-,  which  are  valuable.  In  the 
great  centres  of  population  data  have  been  collected  to  show  that  the  mor- 
tality arising  from  nervous  diseases  during  the  last  decade  has,  in  some 
very  large  centres  of  population,  increased  more  than  twofold,  and  in 
some  more  than  fourfold.  I  think  that  the  experience  o'  the  life  insur- 
ance companies  in  regard  to  their  mortality  during  the  last  eight  yeara 
will  prove  that  the  data  furnished  by  these  statistics,  is  true. 

Again,  outside  of  the  general  mortality  arising  from  this  exciting  cause » 
a  life  insurance  company  has  something  else  to  look  after  in  these  timea 
of  high  competition,  as  to  their  mortality.  I  believe  that  the  standard  of 
life  of  persons  now  insured,  and  who  have  been  insured  during  the  last 
five  or  eight  years,  is  not  equal  to  the  ordinary  standard  of  vitality  amon^ 
adults.  And  this  state  of  things  must  show,  ere  long,  the  necessity  for  a 
very  large  reserve. 

The  American  Experience  table,  which  has  been  adopted  by  the  state 
of  New  York  and  some  other  states,  's  a  close  approximation  *'o  that  of 
the  experience  of  the  Actuaries*  table,  as  the  experience  of  life  insur- 
ance in  London.  This  convention  is  not  in  a  position,  I  take  it,  at  this 
time,  to  change  the  table  as  to  mortality,  but  certainly  they  are  in  a 
position  to  hold  to  that  which  is  safe,  so  far  as  their  knowledge  goes.  If 
the  Actuaries'  table  demands  a  higher  reserve  than  the  American  Experi- 
ence table.  I  thiiik  that  it  is  the  duty  of  this  convention  to  fix  upon  that 
table.  If,  on  the  other  hand,  the  American  table  indicates  the  largest 
amount  of  safety,  it  is  the  duty  of  this  convention  to  fix  upon  that  table 
as  the  standard 

Touching  the  rate  of  interest,  I  would  remark,  that  ten  or  twelve  years 
ago  an  association  of  the  life  insurance  companies  of  New  York  was 
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temed  and  a  committee  was  appointed  whose  duty  it  was  to  inquire  into 
and  report  upon  the  rate  of  interest  which  should  be  adopted  by  life 
insurance  companies  engaged  in  the  insurance  of  lives  in  the  United 
States.  That  association  was  made  up  of  nearly  all  the  insurance  com- 
panies then  in  existence.  Mr.  Sheppard  Homans  was  made  ite  actuary  for 
the  purpose  of  collecting  some  statistics,  and  I  dare  say  he  got  a  valuable 
GoUection  of  statistics  growing  out  of  his  labors  in  that  direction.  The 
committee  to  whom  was  referred  the  subject  of  interest,  reported  unani- 
moucly  fiat  thj  rat2  of  four  per  cent  was  all  that  could  be  relied  upon  for 
the  next  fifty  years,  and  report  was  made  before  the  war,  before  that 
rapid  accumulation  of  capital  by  individuals  which  has  since  occurred. 
A  less  rate  of  interest  is  incident  to  very  larse  accumulation  of  capital  in 
localities,  or  in  the  possession  of  individuals.  When  capital  is  diffused, 
and  each  man  of  the  commonwealth  possesses  a  considerable  share  of  the 
capital  of  the  country,  the  rate  ot  interest  is  not  then  affected  by  the 
competition  of  large  sums  of  money  accumulating  in  groups  or  in  single 
sccumulations.  This  is  the  experience  of  all  countries  where  money  is 
sccumulated  in  large  single  sums  held  and  controlled  by  single  indi- 
viduals or  by  corporations.  They  find  it  extremely  difficult  to  safely 
invest  these  large  accumulations  at  any  consideraole  rate  of  interest 
without  taking  some  extraordinary  hazards. 

And  now  in  reference  to  the  relief  which  it  is  proposed  to  afford  to 
these  companies  whose  condition  may  not  be  equal  to  the  standard 
proposed  by  the  amendment  to  the  resolution  made  by  the  gentleman 
from  Illinois  (Mr.  Harvey).  It  is  based  upon  the  principle  of  a  gross 
valuation.  I  agree  entirely  with  Mr.  Harvey,  and  with  the  gentleman 
who  last  addressed  you  (Mr.  Bryant),  in  reference  to  a  proper  system  of 
valuation  of  the  liabilities  of  life  insurance  companies.  But  it  seems  to 
me  that  if  you  pass  this  resolution  without  the  clause  of  Mr.  Harvey's  in  it 
this  convention  stultifies  itself  when  it  fixes  upon  the  net  system  of  valua- 
tion ;  and  yet  to  prove  the  rule  as  a  test  of  the  solvency  of  life  insurance 
companies  you  fall  back  upon  the  gross  system  as  the  better. 

Now  there  are  many  reasons  why  life  insurance  companies  may  not 
have  at  some  time  a  legal  reserve.  For  governmental  purposes,  it 
has  been  claimed  that  Sie  net  system  of  valuation  is  the  securest 
and  easiest  of  computation  answering  all  the  purposes  of  governmental 
supervision.  I  am  not  prepared  to  deny  the  proposition.  The  gross 
mtem  I  believe  all  actuaries,  including  Professor  Wright,  will  admit  to 
he  the  system  whereby  an  accurate  estimate  or  an  accurate  measure- 
ment of  the  condition  of  a  life  insurance  company's  state  can  be  obtained. 

I  said  that  there  may  be  causes  why  a  life  insurance  company  might  at 
a  periodical  valuation  fall  below  the  standard  in  its  assets.  It  may  be  by 
a  disaster,  or  by  a  continuous  mismanagement  of  the  business  of  the 
company. 

Now  if  thift  test  of  the  gross  valuation  of  premiums  be  put  upon  it,  and 
it  be  found  that  the  future  premiums  make  the  company  what  it  ought 
to  be,  then  Mr.  President  you  ought  to  permit  the  company  to  go  on ; 
bat  on  the  application  of  this  test  of  gross  premiums  you  find  that  there 
is  an  inherent  weakness  growing  out  of  a  deficiency  in  the  annual 
premiums.  Its  premiums  have  been  inadequate  and  it^  resources  have 
been  diminishing  from  year  to  year  because  the  obligations  of  the 
policyholders  were  not  so  great  as  the  obligations  of  the  company. 

Mr.  Row :  I  have  noticed  that  some  of  our  members  have  already  left, 
snd  others  are  preparing  to  leave.  I  would  therefore  move  that  we 
sdjonrn  until  to-morrow  morning,  at  half-past  ten  o'clock. 

The  question  was  put  on  the  motion  of  Mr.  Row ;  and  the 
comrentioii,  at  twenty  minutes  past  three  o'clock,  adjourned. 


FOURTH   DAY. 


Saturday,  October  21. 

The  convention  met  at  half-past  ten  o'clock,  A.  M. 
The  vice-president,  Mr.  Llywelyn  Breese,  of  Wisconsin,   in 
the  chair. 

Mr.  Paine:  I  would  remark,  Mr.  President,  that  we  have  nothing 
before  this  convention  in  regard  to  marine  insurance.  During  our  vaca- 
tion I  had  an  interview  with  the  president  of  a  marine  insurance  office 
of  my  state  and  he,  among  other  things,  suggested,  that  there  was  one 
great  defect  in  the  marine  insurance  business,  which  he  wished  I  would 
bring  before  this  convention  to  see  if  it  could  not  be  cured.  He  cnug^ht 
a  man  who  was  insured  in  his  company,  who  had  also  secured  an  insur- 
ance in  another  company,  and  the  vessel  being  lost,  succeeded  in  collect- 
ing both  policies,  and  on  examination,  he  found  it  was  quite  a  common 
thing.  A  man  starts,  for  instance,  from  Rockland  and  gets  insured 
there;  then  goes  to  Boston,  then  to  New  York,  then  to  NewOrieun-. 
getting  insured  in  each  place,  and,  taking  a  cargo  of  cotton,  gets  insured 
in  England,  then  sinks  his  vessel  and  collects  all  the  insurances.  As 
near  as  I  can  find  out  that  hole  has  always  been  in  existence.  It  i^  n 
little  astonishing  to  my  mind  that  the  insurance  companies  of  the  coun- 
try should  not  have  seen  it  and  stopped  it.  The  gentleman  of  whom  I 
spoke,  suggested  one  or  two  ways  of  doing  it,  but  did  not  approve  of 
either  of  them.  I  have  worked  it  out  in  this  way  and  I  now  oner  it  in 
the  shape  of  a  resolution : 

**  Resolvedy  That  it  be  recommended  to  the  marine  insurance  com- 
panies to  establish  at  New  York,  or  some  other  convenient  point,  an 
insurance  agency,  or  intelligence  office,  for  the  purpose  of  collecting  and 
preftervin|f  tor  reference,  a  record  of  all  insurances  effected  on  marine 
risks  in  different  parts  of  this  and  other  countries,  in  order  to  detect  and 
guard  against  attempts  to  defraud  underwriters  by  undisclosed  and 
unauthorized  duplicate  policies  on  the  same  risks." 

What  I  propose  is  this :  that  there  should  be  opened  an  intelligence,  or 
an  insurance  agency  office,  something  like  the  mercantile  agency,  where 
the  credit  of  the  merchants  of  the  country  are  all  recorded,  and  when  a 
person  wishes  to  know  the  credit  of  an  individual  abroad  all  he  has  to  do 
IS  to  write  to  the  intelligence  office,  get  his  information  and  pay  his 
dollar  or  five  dollars  for  It  If  this  course,  which  is  suggested  here,  is 
pursued,  and  an  intelligence  office  is  kept,  my  suggestion  is  this :  that 
every  marine  insurance  company  in  the  country,  and  companies  out  of 
the  country,  should  weekly,  monthly,  or  at  stated  times,  report  to  this 
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ageocj  all  the  risks  which  they  have  upon  vessels  or  their  carffoes,  not, 
perhaps,  stating  the  exact  amounts,  but  generally  the  risks  taken ;  and 
that  these  should  be  kept  in  a  record  book  of  the  intelligence  office,  so 
that  anj  individual  company,  when  he  has  a  loss  reported,  can  write  to 
the  intelligence  office  and  ascertain  if  any  other  insurance  exists  on  the 
tame  risk.  If  so,  it  will  be  immediately  found  out,  and  the  man,  of 
course,  will  lose  the  benefit  of  his  fraud.  The  individual  who  thus  applies 
must,  of  course,  be  expected  to  pa^  a  fee,  which  fee,  in  the  aggregate, 
Till  support  the  office.  I  merely  bring  the  matter  to  the  attention  of  the 
marine  insurance  public  in  order  that  the  proper  remedy  may  be  applied 
to  what  I  regard  as  a  very  great  evil.  I  think  myself  it  will  result  in  a 
great  good,  and  I  have  no  doubt  it  will  be  finally  adopted. 

Mr.  Caldwsli.,  of  Indiana :  The  sentiment  expressed  by  the  gentle- 
man from  Maine  (Mr.  Paine)  in  his  resolution  is  undoubtedly  good,  but 
I  im  opposed  to  this  convention  undertaking  to  do  too  much.  Frauds 
ihrajs  have  been  and,  I  expect,  always  will  be  perpertrated,  not  only 
upon  marine  insurance  policies  but  on  fire  and  life  policies  also.  I  do 
not  know 

Mr.  Gaciks,  of  JLouisiana :  I  mean  no  discourtesy  to  the  gentleman 
but  as  there  was  a  resolution  passed  here  yesterday  that  all  resolutions 
i&sT  being  passed,  shall  be  sent  to  the  appropriate  committees,  I  would 
loggest  that  the  gentleman  is  out  of  order. 

Mr.  Caldwklx.  :  I  was  merely  making  a  preliminary  remark  to  the 
Botion. 

The^RXSiDKiTT^roUm:  The  gentleman  from  Louisiana  (Mr.  Gaines) 
is  right    To  what  committee  shall  the  resolution  be  referred? 

Mr.  Gainbs  :  To  the  miscellaneous  committee. 

Mr.  Caldwell  :  I  move  that  it  be  laid  on  the  table. 

The  Prksidbnt /r^  fem:  If  there  is  is  no  objection  this  resolution  will 
berefeiT^  to  the  committee  on  miscellaneous  matters. 

Mr.  Caldwkijl  :  Does  the  president  (^pro  tern)  mean  to  decide  that  I 
hare  no  right  to  make  a  motion  that  it  be  laid  on  the  table.  That  it 
must  imperatively  go  to  that  committee  ? 

The  Prxsidbnt  ^rtf /^as ;  You  can  make  the  motion.  There  was  no 
Eodon  before  the  nouse. 

Mr.  Caldwell  :  I  made  the  motion  that  it  be  laid  on  the  table. 

The  President /r<»  tern:  The  resolution  has  been  referred  now. 

Mr.  Miller,  oi  New  York :  The  motion  was  made  but  the  chair  did  not 

Mr.  PiLLSBURY :  The  motion  has  not  be  seconded. 

The  President  pro  iem :  As  I  understand  there  is  no  motion  before 
the  house.    What  is  your  further  pleasure,  gentlemen  ? 

Mr.  Miller  :  Mr.  President,  I  suppose  the  regular  order  of  business 
is  the  consideration  of  the  report  of  the  committee  on  valuations.  I  do 
notintendat  this  time  to  present  any  views  of  my  own  to  the  conven- 
tion, but  I  merely  wish  to  make  a  statement.  I  hope  that  this  subject 
vill  be  discussed  by  every  person  in  the  convention  who  has  views  on 
the  subject,  or  who  has  views  upon  the  questions  involved,  that  those 
views  in  their  minds  and  in  the  minds  of  the  different  members  of  the 
convention  may  be  freely  stated.  And  I  wish  particularly,  and  the  prin- 
cipal object  of  my  rising  at  all  at  this  time  is,  to  state  that  so  far  as  I  am 
coni-emed,  I  want  it  distinctly  understood  by  ever^  member  of  the  con* 
^ntion,  that  I  have  no  personal  pride  or  feeling  mvolved  in  this  ques- 
tion. I  have  a  delicacy  in  stating  my  views  upon  the  subject  at  this 
point  of  time,  on  account  of  the  committee  having  recommended  that 
»hich  is  the  New  York  standard  for  valuing  life  policies — the  Ameri- 
an  Experience  table  of  mortality,  and  the  rate  of  interest  at  four  and  a 
^ilf  per  cent  I  wish  merely  in  addition  to  this  statement,  to  say  that  I 
^)e  eveiy  member  of  the  convention  will  be  influenced  omy  by  reasoni 
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which  go  to  the  merits  of  the  question,  and  not  by  personal  reasons  or 
influences.  For  myself,  I  am  yst  open  to  conviction.  I  am  free  to  say 
that  I  have  not  heard  as  much  di:tcussion  on  this  subject  as  I  desire. 
I  hope  to  hear  more.  Although  some  of  the  members  of  the  convention 
expressed  apprehension  lest  we  should  have  too  much  discussion,  that 
was  and  is  the  least  of  my  fear.  I  say  let  us  open  the  doors  and  invite 
discussion. 

If  the  members  of  the  convention  are  not  prepared  to  discuss,  let  us 
hear  those  who  have  thoua^ht  more,  and  studied  more  deeply  on  the 
subject  than  they  have.  We  have  heard  several  eminent  gentlrsmen; 
others  are  here  in  the  room  now;  others  in  the  city,  and  for  my  own 
part,  I  could  listen  for  hours  with  great  pleasure,  and  I  doubt  not  with 
pro  At  to  the  views  of  these  gentlemen. 

[  see  a  gentleman  here  in  the  room  now  who  is  acknowledged  as  an 
eminent  authoritv,  who  has  devoted  years  of  time  to  this  subject,  and 
wh)se  judgment  is  entitled  to  respect,  and  to  whom  we  could  all  listen,  I 
doubt  not,  with  profit. 

Now,  gentlemen,  I  only  make  this  explanation  because  one  member  of 
thi  conv^^ntion,  at  least,  called  upon  me  for  views.  lam  not  ready  to 
give  my  views,  gentlemen,  if  I  had  any,  but  only  to  thus  preliminarily 
state  to  you  that  beciuse  the  committee  has  reported  New  York  standard, 
I  desire  rather  to  defer  expressing  my  views;  and  because  I  want  every 
pirson  in  this  convention  to  test  this  subject  for  himself,  aad  upon  its 
merits;  and  not  because  New  York  has  taken  one  standard  and  Mas- 
sachusetts another,  to  express  any  preference  between  states.  That  is  of 
no  earthly  consequence.  Gaatlemen,  bear  in  mind  that  you  have  here 
the  most  important  question  in  hand  which  any  insurance  convention,  or 
any  boiy  of  men  discussing  insurance  subjects,  has  ever  handled.  The 
great  subject  which  lies  at  the  foundation  of  insurance  is  now  under  dis- 
cussion ;  and  i(  svi  cannot  arrive  at  conclusions  satisfactory  to  ourselves 
at  this  time,  let  us  take  more  time.  Let  us  not  put  forth  any  result  as 
the  work  of  this  convention  which  will  not  be  satisfactory  to  every 
member  of  it.  That  is  m^  view  of  the  propriety  of  the  occasion  and  of 
the  importance  of  the  subject. 

For  myself,  what  I  wmt  to  do  is  this.  I  want  to  find  just  where  the 
line  of  safety  lies.  I  want  to  find  just  what  standard  of  reserve  is  sufil- 
cient  full  and  complete  to  protect  the  public  against  loss  or  danger,  and 
I  don't  want  to  go  a  bit  below  that.  Let  us  have  this  subject  fully  ven- 
tilated, and  let  us  decide  it  upon  its  merits  and  upon  no  other  considera- 
tion. Let  us  turn  a  deaf  ear  to  the  solicitations  of  any  company,  or  the 
officers  or  agents  of  any  company  which  are  not  founded  upon  reason, 
loo^ic  and  facts.  Let  us,  gentlemen,  consult  the  interests  of  everybody; 
first,  the  great  insuring  public,  and  then,  equally,  fairly  and  impartially, 
not  only  the  great,  but  the  small  and  the  weak  companies ^stock,  mutual 
and  all.  And  when  we  shall  have  done  this,  I  think  we  shall  have 
arrived  at  a  conclusion  that  will  give  us  all  satisfaction.  At  some  future 
time,  and  after  hearing  a  more  full  discussion  from  others,  if  we  can 
procure  that,  I  shall  be  pleased  to  state  the  conclusions  at  which  I  have 
arrived, 

Mr.  Facklbr,  for  Tennessee :  I  should  like  to  make  a  few  remarks. 
Yesterday  I  tried  to  obtain  some  remarks  from  Mr.  Homans,  knowing 
positively  that  he  had  som3  remarks  to  make,  but  a  feeling  of  generosity 
on  his  part  kept  him  from  using  much  of  my  time,  because  he  knew  that 
I  thought  of  making  some  remarks  myself.  But  I  can  assure  the  gentle- 
men present,  especially  in  view  of  the  remarks  just  made  by  the  superin- 
tendent of  New  'York,  that  they  will  receive  some  very  valuable 
suggestions,  I  have  no  doubt,  if  some  gentleman  will  give  Mr.  Homans 
time  to  make  the  address. 

It  has  been  asserted  by  Isome  of  the  gentlemen  who  have  addressed  us 
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that  life  insurance  companies  of  the  past  have  realised  a  rate  of  interest 
onlj  a  little  higher  than  four  or  four  and  a  half  per  cent,  and  it  has  been 
»apportedbj  an  array  of  figures  which  seems  to  give  a  great  deal  of  force 
to  their  arguments.  Now  before  I  show  the  mistake  in  the  argument  on 
which  their  conclusions  are  based,  I  wish  to  ask  how  it  is  that  savings 
banks  which  invest  their  money  at  great  disadvantage,  as  compared  with 
life  insurance  companies,  are  able  to  pay  their  depositors  seven  per  cent, 
while,  on  che  ahowing  of  these  gentlemen,  the  life  insurance  companies 
only  earn  five  per  cent.  Savings  banks  have  to  invest  their  money,  so  to 
say,  on  call.  At  any  moment  they  ma^  be  required  to  pay  out  all  their 
a&sets.  Life  insurance  companies,  on  the  other  hand,  can  make  long 
investments  which  always  pay  the  highest  rate  of  interest  As  is  very 
ably  remarked  by  the  gentleman  from  Maine  (Mr.  Paine),  who  addressed 
us  yesterdav,  investments  give  a  low  rate  of  interest  in  proportion  to  the 
ease  of  conversion,  and  we  know  that  many  of  the  best  insurance  com- 
panies now  invest  almost  entirely  in  bond  and  mortgage,  which  is  not 
very  easy  of  conversion,  simply  because  they  can  realize  a  high  rate  of 
interest  thereon,  while  on  investments  which  gave  a  low  rate  of  interest 
because  they  are  so  easily  convertible,  the  rate  of  interest  is  compara- 
lively  low. 

1  think  that  these  facts  ought  to  shake  the  confidence  of  gentlemen  in 
those  conclusions,  for  certainly  the  management  of  life  insurance  com- 
panies is  very  poor,  if  they  realize  from  two  to  three  per  cent  less  than 
«anngs  banks.  I  have  analyzed  one  of  the  statements  contained  in  Mr. 
Barnes'  address,  taking  the  first  company,  which  happens  to  be  the 
American  Popular.  Mr.  Barnes  has  included  in  the  assets  several  items 
on  which  the  company  should  not  be  charged  with  the  collecting  of 
interest — interest  being  already  virtually  included,  or  no  interest  being 
required  to  be  collected;  I  refer  to  deferred  premiums  and  to  a  portion 
of  the  premiums  over-due.  Deferred  premiums,  as  every  practical  insur- 
ance man  knows,  contain  their  interest  in  themselves,  and  when  a  com- 
pany reports  $100,000  of  deferred  premiums  as  in  its  assets  at  the  close 
of  the  year  due  during  the  ensuing  year,  it  is  absurd  to  require  that  that 
company  should  realize  interest  on  those  deferred  premiums  when  there 
ii interest  included  in  them  already.  I  think,  therefore,  that  deferred 
premiums  should  have  been  omitted  from  the  assets  which  that  gentle- 
man has  made  up  with  so  much  care  and  labor. 

Further,  the  premiums  in  the  hands  of  asents  are  largely  composed  of 
items  never  collected.  The  reports  of  life  insurance  companies  are  not 
eent  in  until  about  two  months  after  the  close  of  the  year,  when  a  com- 
pany has  had  time  to  collect  nearly  all  the  premiums  that  ever  will  be 
paid,  and  those  stated  as  overdue  are  generally  premiumn  that  never  are 
collected  afterwards,  the  companies  not  liking  to  strike  them  oflf  because 
the  policies  may  be  restored,  and  thin  they  would  have  to  erase  the 
cancellation,  and  there  would  be  trouble  in  other  ways.  But  if  premiums 
are  never  collected,  there  certainly  is  no  interest  due  on  them.  If  the 
premiums  are  paid  some  time  after  they  are  due,  then  there  is  a  loss  of 
»ome  few  months'  interest,  but  the  charge  that  the  interest  on  the  whole 
amount  is  lost  is  entirely  wrong.  In  the  case  of  the  American  Popular, 
I  have  found  with  these  assumptions  that  the  interest  actually  realized 
was  something  over  five  and  one  third  per  cent  instead  of  less  than 
four  per  cent  as  Mr.  Barnes  has  argued.  I  have  taken  this  particular 
case  because  it  is  shorter  than  the  others,  and  is  the  first  in  order; 
but  the  same  principles  apply  to  all  the  cases  that  he  has  adduced,  and 
will  bring  up  the  average  interest  realized,  from  one  to  one  and  a  half 
percent. 

As  between  the  four  and  four  and  a  half  standards,  the  question  is 
simply  one  of  relative  safety.  There  is  no  more  absolute  safety  in  a  four 
perceat  than  in  a  four  and  a  half  standard.    The  question  is,  can  the 
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states  agree  on  a  uniform  standard  I  There  are  different  standards  now 
in  use,  and  one  side  has  got  to  yield  for  an  agreement.  Now  which  side 
can  yield  with  the  greatest  ease?  Not  the  states  requiring  a  four 
and  a  half  per  cent  reserve,  for  if  they  raise  their  standard  to  four  per 
cent  suddenly,  many  of  the  companies  which  have  been  reserving  under 
the  present  laws  will  be  shown  to  be  impaired,  and  will  have  to  stop 
making  dividends  for  some  years — for  one  or  two  years,  at  least.  On  the 
other  hand,  if  the  four  per  cent  states  should  reduce  their  standard  to 
four  and  a  half,  it  would  make  no  necessary  change  in  the  condition  of 
their  companies.  The  commissioner  from  the  state  of  Massachusetts 
assures  us  that  his  state  companies  and  the  insured  prefer  the  four  per 
cent  standard.  That  being  the  case,  the  companies  there  will  continue  to 
reserve  on  the  four  per  cent  just  as  many  companies  do  in  New  York. 
There  is  no  reason  why  the  lowering  of  the  governmental  standard 
should  lower  the  private  standard  of  the  company.  There  are  a  great 
many  things  in  which  the  private  standard  is  far  above  the  governmental 
standard,  and  it  is  very  often  unwise  to  push  the  governmental  standard 
too  high.  It  is  better  to  leave  something  to  private  judgment.  The 
government  must  not  require  too  much. 

Again.  It  is  certainly  clear  that  for  many  years  to  come  the  standard 
at  four  and  a  half  will  be  quite  safe.  If  it  appear  to  be  unsafe  some  ten 
or  twenty  years  hence,  it  will  be  a  very  easy  matter  to  raise  it  gradually 
to  four  per  cent,  or  even  higher,  because  it  is  clearly  possible  that  in- 
terest may  fall  to  three  per  cent,  and  the  four  cent  standard,  even,  would 
not  then  be  safe. 

In  case  it  should  be  the  sense  of  the  convention  that  it  is  best  to  adopt 
the  four  per  cent  standard,  I  wish  to  impress  on  you  the  importance  of 
making  the  change  gradually.  I  think  that  a  sudden  decrease  in  the 
rate  would  be  a  breach  of  faith  with  the  companies  now  reserving  on  a 
four  and  a  half  per  cent  basis,  and  would  be  contrary  to  sound  public  policy. 
If  the  rate  is  lowered  there  should  be  a  provision  for  a  gradual  change ; 
the  difference  between  the  two  modes  of  valuation  has  been  shown  to 
be  something  like  eight  per  cent  on  the  total  reserve,  and  the  pro- 
vision should  be  that  at  the  next  valuation  the  four  and  a  half  per  cent 
reserve  should  be  increased  by  about  two  per  cent;  and  that  total  amount 
should  be  the  governmental  requirement  for  .that  year.  The  next  year 
four  per  cent  should  be  added  to  the  four  and  one  half  per  cent 
reserve,  and  that  should  be  the  standard  for  that  year;  the  next  year,  six 
per  cent  added  to  the  governmental  standard,  and  the  following  year  the 
governmental  standard  made  four  per  cent  in  full.  In  that  way  the  change 
may  be  brought  about  without  any  trouble,  and  I  think  that  it  is  certainly 
desirable  to  avoid  disturbance  in  the  condition  of  companies.  Anything 
of  that  kind  'njures  public  confidence  in  the  institution. 

I  a^ree  most  cordially  with  the  remarks  of  Mr.  Bryant  yesterday  in 
regard  to  the  winding  up  of  companies.  I  think  it  is  a  thing  that  never 
should  be  done  if  possible,  as  long  as  a  company  has  over  a  thousand 
members.  It  is  certainly  the  greatest  calamity  that  can  happen  to  the 
persons  insured.  The  company  can  be  carried  on  just  as  well  by 
its  own  officers,  under  proper  governmental  supervision  to  see  that  there 
is  no  peculation  of  the  funds,  and  in  the  course  of  time  the  company  will 
probably  become  entirely  solvent,  under  the  present  rates  of  interest 

I  am  m  favor  of  the  principle  of  gro^^s  valuation  in  some  form  or  other. 
Net  valuation  is  certainly  very  desirable,  and  very  applicable  in  the  great 
majority  of  cases,  but  I  think  that  no  action  should  be  taken  against  any 
company  until  a  gross  valuation  has  been  applied  to  it  in  some  form 
or  other.  While  the  present  rates  are  six  per  cent  and  over,  it  certainly 
seems  absurd  to  wind  up  n  company  on  a  theoretical  assumption  of  only 
four  per  cent.  Why  not  take  \U  actual  premiums  receivable  less  one-sixth 
for  expenses — provided  that  the  actual  expenses  do  not  exceed  thai 
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tmonnt,  and  ralue  them,  together  with  the  sums  insured  at  the  reasonable 
nte  of  six  per  cent.  If  the  company  has  not  the  necessary  assets  on 
those  assumptions  there  is  some  propriety  in  proceeding  against 
it.  But  to  decide  that  a  company  is  insolvent,  when  it  is  merely 
theoretically  so,  on  assumptions  which  possibly  may  never  be 
reslized  within  the  lifetime  of  any  of  us  present,  tiiat,  I  think,  is  wrone, 
and  legislation  of  that  severity  will  impair  the  confidence  of  the  public  m 
the  necessity  of  any  legislation,  or  the  propriety  of  any  laws  at  all. 

[The  president  in  the  chair.] 

Mr.  Bacx>n,  of  Mississippi :  I  should  be  very  much  gratified,  sir,  to 
address  the  convention  myself,  upon  this  subject,  but  I  feel  entirely 
incapable  of  enlightening  this  body.  I  therefore  proposed  this  morning 
to  introduce  to  this  body  Hon.  Elizur  Wright  in  my  place. 

Permission  having  been  granted,  Mr.  Elizur  Wright,  of  Boston, 

q>oke  as  follows : 

Remarks  op  Hon.  Elizur  Wright. 

Mr.  President  and  gentlemen :  I  have  expressed  myself  so  often  in 
various  ways,  especially  in  print,  on  this  subject,  that  I  have  very  little 
to  say  that  is  new,  or  can  be  new  to  most  of  vou.  I  am  very  ready  to 
occupy  your  time  for  a  few  moments  in  referring  to  some  points  of  the 
argument  which  do  not  seem  to  me  to  have  been  dwelt  upon.  Thus  far 
generally  the  gpround  has  been  already  well  and  ably  occupied.  Strong 
arguments,  very  strong  arguments  have  been  brought  to  my  view  to 
confirm  the  position  to  which  I  came  a  great  while  ago,  on  this  subject, 
and  I  have  seen  no  reason  to  doubt  that  it  is  the  correct  one.  My  view 
of  what  interest  is  likely  to  be  realized,  does  not  differ  from  that  of  thu 
most  sanguine  of  our  countrymen.  I  agree  perfectly  with  the  gentleman 
who  addressed  you  a  little  while  ago  (Mr.  Fackler),  that  the  business  of 
a  life  insurance  company  must  be  very  well  managed  financially  if  some- 
thing over  six  per  cent  on  the  assets  that  fairly  belong  to  the  company 
—that  are  fairly  in  a  company  on  policies — is  realized  on  the  average. 
As  a  matter  of  fact,  I  think  that  six  per  cent  has  generally  been  exceeded. 
What  we  are  after  in  this  matter,  is  the  interest  and  principal  net — not 
principal  and  interest  added.  Then  again,  as  Mr.  Fackler  has  observed, 
there  are  certain  assets  that  are  put  in  to  accommodate  the  valuation, 
to  accommodate  contingent  liabilities  or  supposed  liabilities,  which 
really  are  not  interest-producing,  and  do  not  come  in.  So  that,  I 
think,  after  taking  out  special  cases  of  no  interest,  which  appear  in  the 
figures  of  Mr.  Barnes,  and  making  these  other  corrections,  you  will  find 
practically,  that  the  interest  has  ruled  over  six  per  cent — in  many  cases 
considerably  over.  When  below  that,  it  has  generally  been  when  a  large 
aniGunt  of  premium  on  policies  annually  in  force,  were  in  the  hands  of 
agents  and  were  uninvested.  A  new  company  already  growing,  has 
always  a  pretty  large  ratio  of  uninvested  to  invested  assets. 

But,  however  sanguine  I  may  be  in  regard  to  the  actual  interest  to  be 
realized  by  a  well  conducted  company,  I  do  not  think  this  interest — the 
actual  interest  that  can  be  realized,  is  the  test  of  the  interest  that  should 
be  assumed.  I  think  that  the  companies,  in  the  full  view  of  this,  who  nt 
^rst,  at  the  outset,  borrowing  these  high  premiums  from  the  Englibh 
companies,  preferred  to  have  the  interest  assumption  three  per  cent  were 
correct  for  mutual  companies;  and  if  the  policyholders  themselves 
thoroughly  understood  the  nature  of  the  business,  that  a  majority  of 
them  would  vote  for  three  per  cent  rather  than  four  per  cent;  not  that 
four  per  cent  was  unsafe ;  not  that  four  and  a  half  per  cent  is  unsafe*  or 
five  unsafe. 
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There  is  aa  entirely  aUilncc  coasideration  that  comes  in  here  to  decide 
this  question.  Every  policy  of  life  insurance  we  understand,  beyond  a 
year,  consists  really  of  tvro  things,  I  won't  say  the  insurance  which  is 
contracted  to  be  done  under  that  policy,  and  the  self  insurance  which 
results  from  a  reserve;  the  reserve  being  applied  to  the  payment  of  the 
loss  is  always  in  reality  a  self  insurance — that  is  to  say  it  operates  just 
like  the  savings  bank  deposit;  but  only  different  from  a  savings  bank 
deposit  in  this  particular,  that  it  cannot  be  withdrawn  by  the  owner  or 
policyholder  at  will. 

It  is  subject  to  the  condition  of  bearing  a  part  of  the  risk.  The  part  of 
the  risk  which  it  bears  is  constantly  increasing  until  the  last  year  of  the 
term  of  the  policy,  which,  in  a  life  policy,  is  assumed  to  be  one  hundred 
under  the  Actuaries  rate  and  ninety-six  under  the  New  York  rates — the 
self  insurance  that  last  year  must  be  the  present  value  of  the  sum  insured 
payable  at  the  end  of  the  year.  That  is  to  say,  the  company  runs  no  risk 
that  year — the  insurance  ddne  last  year — that  one  hundredth  or  ninety- 
sixth  year,  or  the  hundrddch  when  an  endowment  policy  becomes 
payable  at  the  end  of  it  is  zero.  The  company  bears  no  risk,  under  any 
system,  whatever  be  the  rate  of  interest  assumed.  Sow  if  you  take  this 
view  of  a  policv,  no  business  man  who  pretends  to  conduct  life  insurance, 
either  profltabfy  as  a  stock  operation  or  equitably  as  a  mutual  operation, 
can  neglect  this;  whatever  be  the  rule  of  surrender  value,  the  company 
has  got  to  distinguish  in  its  own  mind  and  it  ought  to  distinguish  in  its 
books  between  the  risk  which  the  company  bears  and  t.ie  risk  which  the 
party  bears.  There  is  no  other  possible  wxy  of  conducting  insurance  on 
level  premiums  than  to  make  a  reserve  at  some  rate,  which  reserve,  how- 
ever low  it  ma^  be,  or  whatever  may  be  the  small  fraction  that  may  be 
of  the  whole  risk  at  the  beginning,  has  g7t  to  equal  it,  at  any  rate  of 
interest  at  the  last.  So  that  a  company  is  placed  between  the  wedges— > 
they  are  placed  heads  and  points  on  every  policy;  one  of  them  is  a  series 
of  risks  borne  on  the  policy  by  the  company;  the  other  is  the  series  of 
risks  borne  by  the  party  himself;  and  he  has  got  to  have  that  common 
deposit;  it  may  be  on  his  note,  or  it  m\y  be  a  d;d action  from  the 
amount  assured;  that  is  a  matter  of  book-keeping.  It  is  possible  to  con- 
duct the  business  so  far  as  insurance  is  concerned,  just  as  solidly  on  the 
note  basis  as  on  a  cash  business,  provided  the  notes  never  exceed  the  fair 
cash  surrender  value  of  the  policy. 

Now,  the  ari^uments  for  a  high  rule  of  reserve  in  a  mutual  company, 
instead  of  a  low  rule,  may  be  stated  in  this  way.  Every  mutual  company 
is  divided  into  two  halves  in  reality,  whether  we  know  it  or  not.  Of 
course,  we  do  not  know  which  belongs  to  one  party  and  which  belongs  to 
the  other;  but  there  is  a  part  which,  according  to  the  decrees  of  divine 
providence,  as  theologians  used  to  tell  us,  will  die  before  the  other  half — 
one  half  will  die  before  the  other  half;  so  that  the  company  is  really 
divided  mto  two  halves — one  half  will  die  first,  and  the  other  half  will 
succeed.  Now,  what  every  person,  who  has  paid  careful  attention  to  this 
subject,  kn  >ws,  is,  that  the  lower  the  rate  of  interest  assumed,  that  is  to 
say,  the  higher  the  reserve,  the  more  is  contained  in  the  self  insurance  on 
any  policy,  and  the  better  for  those  who  die  last.  Now.  those  who  die 
first  get  the  indemnity  cheap;  it  is  at  the  expense  of  those  who  die  last. 
They  stand  in  the  gap,  and  pay  to  all  these  first  claimants,  and,  of  course, 
on  the  average,  they  pay  more  to  the  first  half  than  the  first  half  them- 
selves. Therefore,  as  a  matter  of  strict  mathematical  equity,  it  would  be 
better  to  take  the  whole  of  whatever  exceeds  the  actual  cost  of  insurance 
put  in  the  reserve,  or  to  fix  the  premiums  on  an  interest  at  zero,  and 
reserve  upon  expectation  of  life.  That  is  the  highest  mathematical 
equity.  It  is  not  practical  because  men  want  to  see  something  for  their 
money  pretty  soon  ;  but,  if  the  members  of  mutual  companies  could  vote 
intelligently  on  this  subject,  they  would  vote  for  four  per  cent  interest 
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nttber  than  four  and  a  half.  Then  again,  there  is  one  additional  argu- 
ment thgt  the  majority  would  vote  for  four  per  cent  and  a  higher  rule  of 
retenre — because  there  is  more  than  half  of  the  men  insured  in  any  com- 
panjthat  expect  to  live  beyond  the  mathematical  expectation;  they 
apectto  be  in  the  last  half  ;  the  majority  expect  tc  be  in  the  last  half, 
lad,  therefore^  they  would  vote  for  their  interest  and  the  last  half. 

I  referred  at  the  previous  meeting  of  the  convention  to  one  particular 
point  There  is  always  a  fear  when  a  company  grows  old  that  the  life  is 
deteriorating,  and  there  wants  tc  be  some  resource  besides  the  reserve 
and  the  net  premiums — the  cost  c  f  insurance — and  that  resource  is  fur- 
nished hj  the  reserve  in  proportion  as  the  interest  on  which  it  is  based 
is  low.  The  lower  the  assumptions  the  more  it  will  differ  from  the 
actual  interest,  and  what  it  differs  is  always  applicable  to  pay  the  claims 
of  the  year.  Now  this  great  difficulty  ought  to  be  remedied  also  by 
mother  thing,  that  all  policies  should  cease  at  a  certain  age,  say  seventy- 
five.  No  policy  should  ever  be  in  force  beyond  seventy-five;  it  should  be 
either  a  term  policy  stopping  at  that  age,  or  before,  or  an  endowment 
poHcj  payable  then,  and  the  whole  life  policy  should  not  get  into  the 
uninsurable  part  of  life — that  part  of  life  which  is  a  rule  has  no  insur- 
able interest.  We  do  not,  and  it  is  contrary  to  common  law*-to  British 
statute  at  any  rate — to  issue  a  policy  without  an  insurable  interest.  But 
the  British  companies,  and  our  companies  propose  to  do  the  same  thing, 
in  issuing  a  whole  life  policy  to  carry  on  the  policy  without  an  insurable 
interest  for  possibly  twenty  years ;  that  is  to  say,  all  that  we  assume  that 
the  party  can  live  beyond  seventy-five  years.  That  is,  twenty-five  years. 
Now  the  safety  of  the  companies — the  avoiding  of  this  difficulty  and  o. 
the  deterioration  of  life,  will  be  effected  by  stopping  the  policies  at 
seventy-five ;  that  would  increase  your  resources.  But  the  main  resource 
against  this,  and  which  gives  strength  to  all  well  managed  mutual  com- 
panies that  reserve  at  a  low  rate  is,  that  whenever  on  a  low  policy  the  life 
become  twice  as  dangerous  as  it  should  be  at  that  age  you  have  twice  the 
money  furnished  in  that  year  to  bear  the  risk.  And  there  is  the  great 
safety  of  the  mutual  system  with  a  large  reserve.  This  reserve  of  the 
company,  if  properly  managed,  costs  nothing  to  the  insured,  because  he 
has  the  full  benefit  of  the  extra  interest.  It  only  costs  a  little  more  at 
first,  and  to  those  who  are  to  die  soon  it  is  a  disadvantage.  But  then  it 
b  to  be  remembered  that  those  who  die  early,  whatever  they  pay,  if  they 
pay  the  very  highest  premiums,  and  receive  no  surplus  whatever,  they 
get  the  indemnity  for  a  very  small  fraction  of  the  same;  that  is,  they 
iutve  in  the  com;,  any  a  very  small  fraction  of  what  they  have  receivedf, 
ind  the  difference  when  they  pay  at  four  and  a  half  and  four  per  cent  in 
the  ratios  of  this  difference  to  the  indemnity  is  so  very  small  a  fraction, 
that  you  could  not  generally  see  it  laid  down  on  paper  with  the  nakeJ  '^ye. 
Mr.  President,  I  have  exhausts  J  my  voice,  and  probably  your  patience, 
tndwill  retire,  loavin-;  I'lis  natter  to  the  advocacy  of  others. 

Mr.  A.  F.  Harvev,  of  Missouri  :  I  would  like  to  ask  Professor  Wright 
one  question  if  he  feels  able  to  talk  a  few  minutes  longer.  The  question 
before  us  consists  of  two  parts — the  rate  of  interest  which  should  be 
assumed,  and  the  tabic  o«*  mortality.  Now  considering  that  the  professor 
is  one  of  the  best  authorities  in  the  country  on  this  subject,  I  would  like 
to  have  him  to  explain  to  me  the  advantage  of  the  Actuaries'  rate  over 
the  American  rate  of  mortality  on  the  same  rate  of  interest. 

Mr.  Wright:  It  would  be  very  difficult  for  me  Mr.  President,  to 
answer  that  question  satisfactorily,  because  it  would  need  a  reference  to 
figures.  For  my  own  part  I  have  no  particular  preference.  If  the 
American  Experience  had  been  in  the  field  at  the  time  that  it  was  my 
pnivince  to  select  for  certain  companies,  a  basis  on  which  to  construct 
tables  for  th:m,  I  think  I  should  have  preferred  it  to  the  Actuaries'.  The 
reason  which  ii«duced  me  to  take  the  Actuaries'  instead  of  the  Carlisle, 
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which  had  been  the  fayorite  table,  was  that  it  was  so  much  better  gradu* 
ated,  and  this  was  an  advantage  in  dealing  with  various  kinds  of  policies 
we  got  rid  of  the  anomalies  which  exist  in  the  Carlisle  rate,  which  some- 
times makes  a  man  at  an  old  age  have  to  pay  as  much  for  a  /ears  policy, 
as  if  he  were  younger,  and  all  through  the  scale  there  are  more  or  less 
anomalies,  which  make  it  very  vexatious  for  an  actuary  to  make  tables 
on  that  rate.  There  are  some  reasons  proposed  why  it  should  be  pre- 
ferred. Any  other  table  existing  was  subject  to  the  same  criticism  at 
that  time.  I  found  in  the  Actuaries'  table  that  it  represented  pretty  fairly, 
the  mortality  to  be  expected  after  throwing  out  the  benefit  of  selection ; 
for  that  was  eliminated  in  that  case  very  much  as  it  was  in  the  case  of 
the  American  Experience ;  that  is  to  say,  it  was  eliminated  as  far  as  it 
was  understood — there  is  not  much  difference  between  the  two  rates  you 
will  see  in  regard  to  one  year's  insurance.  The  little  difference  accumu- 
lates on  some  policies,  and  makes  the  reserve  at  the  outside  on  some 
policies  a  little  lower,  on  some  perhaps  higher,  if  you  adopt  the  same 
rate  of  interest.  ,  It  is  the  rate  of  interest  which  is  debatable.  I  hardly 
consider  the  difference  between  these  two  is  debatable.  There  is  but 
little  to  debate  about,  unless  you  are  provided  with  microscopes.  You 
will  see  that  if  all  the  premiums  and  reserves  were  cast  on  the  American 
Experience  at  four  per  cent,  that  there  would  be  very  little  difference, 
especially  on  endowment  policies.  So  that  without  regarding  either  as 
an  absolute  expression  of  the  law  of  mortality,  which  cannot  be  had 
until  we  can  grasp  the  infinite  or  the  future  of  the  human  race,  it  is 
good  enough  to  practice — good  enough  until  you  find  one  better. 

And  one  reason  why  I  hold  on  to  it,  is  that  all  the  more  recent  obser- 
vations go  to  show  that  the  mortality  assumed  is  high  enough.  That  is, 
the  corrections  are  in  the  reduction  of  the  expected  mortality.  If  it  had 
been  otherwise,  I  think  it  would  have  been  well  enough  to  have  made  a 
change.  But  as  to  the  mortality  in  a  practical  light,  I  do  not  consider 
there  is  a  difference  worth  talking  about;  it  is  only  the  rate  of  interest. 

Mr.  Row,  of  Michigan :  I  understand  we  are  to  adjourn  from  twelve 
to  half-past  one  o'clock.  Immediately  after  the  session  convenes,  I 
should  like  to  invite  Mr.  Goodsell,  of  The  Spectator,  who  has  made 
a  special  study  of  a  branch  of  this  subject,  to  address  us,  reserving  any 
balance  of  the  time  for  myself  at  a  further  stage  of  the  proceedings. 

The  Prssidbmt:  I  do  not  know  that  the  time  of  meeting  was  fixed, 
but  we  must  adjourn  at  this  hour  to  accommodate  the  Board  of  Under- 
writers, who  come  into  this  room. 

Mr.  Smith,  of  Kentucky :  I  understood  from  the  record  that  the  Board 
of  Fire  Underwriters  would  require  their  hall  for  about  an  hour  and  a 
half. 

The  President:  That  was  supposed  to  be  as  long  as  they  would 
want  it. 

Mr.  Smith  :  I  suppose  on  the  adjournment  we  would  have  to  fix  a  time 
for  coming  back  again,  and  when  we  could  presume  that  the  room  was 
not  occupied.  I  would  suggest  that  the  committees  have  a  great  deal  of 
important  work  to  do;  yesterday  we  were  here  very  lato,  and  I  met  with 
three  or  four  gentlemen  rm  the  committee  of  legiclation,  but  they  were 
occupied  '^n  other  committees,  and  I  felt  at  onco  thj  propriety  of  their 
suggestion  that  I  had  better  let  them  be  and  not  attempt  to  interfere  with 
committee  work,  the  result  of  which  must  all  come  to  us.  Therefore,  last 
night  the  committee  on  legislation  had  no  meeting,  and  I  went  in  to 
give  any  assistance  that  I  could  to  the  committee  on  assets,  and  on  other 
matters.  These  committees  have  a  great  deal  of  work  to  do,  and  as  it  is 
important  it  should  be  done  carefully  and  well,  and  as  it  will  take  time. 
I  therefore  recommend  or  move  that  when  this  convention  adjourn,  it 
adjourn  to  meet  on  Monday  morning,  to  give  these  committees  time  to  go 
to  work  and  bring  in  something  definite.    I  would  add,  while  I  am  up. 
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that  one  or  two  gentlemen  told  me  this  morning  that  if  this  committee 
could  not  go  on  until  morning,  they  would  not  ask  the  convention  to 
delajr,  but  have  their  manuscripts  prepared  and  put  in  the  hands  of  the 
printer,  and  would  come  before  and  put  their  papers  in  our  hands.  I 
therefore  think  it  would  really  advance  our  interests  and  facilitate  the 
work  if  we  were  to  adjourn  until  Monday  morning. 

The  Presidbnt  :  The  hour  of  adjournment  has  arrived,  gentlemen, 
and  we  must  give  up  this  room. 

Do  I  understand  the  gentleman  from  Kentucky  (General  Smith)  to 
move  to  adjourn  now? 

Mr.  Smith  :  To  adjourn  now. 

The  president  put  the  question  on  the  motion  of  General  Smith 
to  adjourn,  inrhich  was  carried ;  and  the  convention  adjourned 
until  Monday  morning  at  half-past  ten  o'clock. 


FIFTH  DAY. 


New  York,  October  23,  iS*ju 

Tm  convention  was  called  to  order  at  1 1  A.  M. ;  Mr.  Miller, 
ttie  president,  in  the  chair. 

Mr.  Alfrisnd,  of  Virginia,  offered  the  following  resolution: 

Resolved^  That  the  committee  on  investment  and  assets  be  instructed 
to  inquire  and  report  what  proportion,  if  any,  of  the  capital  of  fire  and 
marine  insurance  companies  should  be  invested  in  stock  notes. 

Mr.  Finch,  of  North  Carolina,  offered  the  following: 

Resolved^  That  a  standing  committee  of  three  be  appointed  by  the 
president  of  this  convention  to  solicit  and  receive  from  each  life  insurance 
company  in  the  United  Stales,  in  each  year,  in  future,  a  statement  of 
their  actual  experience  as  regards  interest  and  mortality;  and  that  these 
statistics  of  the  companies  shall  be  compiled  in  such  form  and  under  such 
regulations  as  the  president  may  prescribe,  in  the  archives  of  this  con- 
vention, to  the  end  that  a  combined  experience  table  may  be  formed 
therefrom  after  the  lapse  of  sufficient  time. 

The  resolution  was  referred  to  the  committee  on  valuations. 

Mr.  Clarkb,  of  Massachusetts :  Lest  I  may  be  called  away  and  have 
no  other  opportunity,  I  desire,  at  this  point  in  our  discussion  of  the  sub- 

1'ect  which  has  been  before  us  for  two  or  three  days,  to  add  the  following : 
XL  my  remarks  the  other  day,  I  referred  incidentally  to  the  American 
Experience  table  as  not  having  been  sufficiently  developed,  in  m^  own 
estimation,  to  be  accepted  as  a  permanent  basis  in  the  computation  of 
reserves.  I  take  this  occasion  to  say  that  I  intended  no  imputation  upon 
the  eminent  authority  of  that  table,  for  whom  I  entertain  the  highest 
respect;  but  I  desire  to  be  understood  as  saying,  and  as  meaning  to  say, 
that  the  Experience  table  is  confined  to  the  experience  of  a  single  com- 
pany and  to  a  limited  number  of  years;  and  that  in  this  view  of  the  case 
It  is  subject,  in  the  estimation  of  many,  and  to  some  degree,  to  the  charge 
of  being  a  hypothetical  computation.  It  seems  to  me  that  the  time  has 
now  come  when  we  could  initiate  some  measures  in  order  to  enable  us  to 
arrive  at  a  permanent  standard  of  mortality,  and  I  'desire  to  submit  to 
this  convention  the  proposition  to  which  I  have  referred  in  the  form  of  a 
preamble  and  resolution.     It  is  as  follows : 

Wkereas^  The  collection  and  combination  of  the  actual  experiences  of 
American  life  insurance  companies,  as  illustrating  and  establishing  the 
law  of  mortality  amongst  insured  lives  within  their  own  field  of  opera- 
tions, has  DOW  become  eminently  desirable  and  important :  therefore. 
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Rtsolvdy  That  thiA  convention  appoint  a  committee  to  report  the 
names  of  state  insurance  officials,  and  actuaries  and  managers  of 
life  insurance  companies,  who  shall  constitute  a  joint  special  commis- 
sion to  assist  in  the  collection  of  the  required  data,  and  to  compile  there- 
from an  extended  and  complete  American  Experience  table  of  mortality. 

Mr.  President,  In  presenting  this  proposition  I  take  into  account  the 
great  labor  involved  within  its  scope.  I  also  take  into  consideration  the 
fact  that  it  has  already  been  brought  to  our  attention  that  the  ratio  of 
mortality  has  doubled  in  America  within  the  la»t  decade,  and  in  the  year 
1870  alone  I  find  that  more  than  six  thousand  policies  were  terminated 
by  death,  covering  an  amount  of  insurance  of  nearly  twenty  million 
dollars — four  millions  in  excess  of  1869 — showing  a  ratio  of  twenty  per 
cent  increase  in  the  number  of  rlaims  and  ten  per  cent  in  the  amount  of 
loss(jver  18^9.  Such  a  development  as  this  proves  conclusively  that  the 
ratio  of  mortality  i  1  this  countrv  is  undergoing,  and  has  been  under- 
going, a  v^ry  rapi  *  change.  And  now,  while,  as  we  all  know,  the  new 
English  table  of  experience  is  confirmatory  of  the  first,  or  old.  Actuaries' 
table,  I  doubt  very  much  whether  a  table  of  American  experience,  based 
upon  results  now  accruing  in  connection  with  those  which  have  accrued 
during  the  last  quarter  of  a  century,  will  conform  to  these  two  English 
tables.  And  I  desire,  therefore,  to  introduce  at  this  early  stage  in  the 
history  of  this  convention — for  I  assume  that  it  has  resolved  itself  into  a 
permanent  organization — I  desire,  I  say,  thus  early  in  the  history  of  the 
convention,  to  initiate  this  measure.  It  involves  a  work  of  years,  and 
before  the  commission,  if  it  shall  be  appointed,  shall  have  time  to  com- 
plete its  service,  with  the  aid  of  the  managers  of  the  insurance  companies, 
American  experience  will  cover  some  thirty  years,  and  the  table  may 
embrace  the  experience  of  a  quarter  of  a  century.  And,  sympathizing 
With  tne  expression  of  our  friend  from  Maine  when  he  stated  his  prefer- 
ence fur  American  figures  and  Americr.n  tables.  I  do  feel  that  we  shall  be 
justified  in  adoptins;  f^uch  a  measure  as  that  which  I  hare  proposed.  The 
period  embraced  within  its  scope  is  certainly  one  of  the  most  eventful  in 
the  experience  of  life  insurance  known  in  the  history  of  the  world. 

With  these  words  I  beg  to  offer  the  proposition. 

Mr.  Painb,  of  Maine:  I  move  that  the  motion  of  the  gentleman  be 
referred  to  the  committee  on  mortality. 

The  Prxsidemt  :  The  resolution  I  think  is  for  a  special  committee. 

Mr.  Harvey,  of  Missouri :  On  page  92  of  our  proceedings  of  the  spring 
session  is  the  following: 

"^^^  Resolved,  That  a  committee  be  appointed  to  obtain  the  mortality 
statistics  and  experience  of  American  lite  int^urance  companies  so  far  as 
practicable,  and  that  the  companies  be  requested  to  furnish  said  com- 
mittee with  the  information  desired." 

And  on  page  131 : 

*" Resolved  tY\2it  the  various  life  insurance  companies  be  requested  to  fur- 
nish the  committee  on  valuations  such  information  and  statistics  relative 
to  their  mortality  experience  as  may  be  desired,  to  enable  the  committee 
to  recommend  the  mortality  table  which  should  be  adopted  as  a  uniform 
standard  for  the  valuation  of  life  insurance  policies  in  the  several  states." 

The  President  :  The  passage  that  the  gentleman  has  read  shows  that 
the  subject  was  referred  to  the  committee  on  valuations. 

Mr.  Harvey,  of  Missouri:  Yes,  and  the  resolution  was  adopted,  and  it 
strikes  me  that  this  proposition  interferes  with  that  resolution  because  it 
is  already  provided  u>r. 

Mr.  Finch,  of  North  Carolina :  The  difference  between  the  two  proposi- 
tions is,  that  the  resolutions  of  the  honorable  gentleman  from  Massa- 
chusetts propose  a  permanent  committee  on  the  subject. 

The  President  :  The  resolution  of  Mr.  Clark  looks  to  the  appointment 
of  a  special  commission  upon  this  subject.    As  the  chair  understands  the 
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matter,  the  committee  upon  valuations  have  not  made  anj  report 
upon  thi$  subject,  and  they  do  not  report  that  thej  have  taken  any  steps 
in  the  matter.  The  question  now  before  you,  gentlemen,  is  what  dis- 
position will  you  make  of  this  resolution. 

Mr.  Clarkb,  of  Massachusetts :  Mr.  President,  I  was  not  aware  of  the 
appointment  of  the  committee  referred  to,  and  I  see  no  reason  why  there 
should  be  any  collision.  It  seems  to  me  of  the  highest  importance  that 
a  subject  of  tnis  nature  should  be  referred  to  a  special  commission,  and  I 
move  that  the  resolution  lie  on  the  table,  and  that  a  committee  be 
appointed  to  report  the  names  of  those  who  shall  constititute  the  com- 
mission. If  this  is  done,  the  statistics  which  shall  be  gathered  by  the 
committee  on  valuations,  when  reported  to  the  convention,  may  be 
referred  to  the  special  commission. 

Mr.  Smith,  ot  Kentucky :  Mr.  President,  the  committee  on  valuations 
reported,  in  reference  to  this  subject,  that  they  had  not  the  time,  nor  did 
they  think  that  at  present  the  American  experience  of  insurance  compa- 
nies was  sufficient  for  us  to  definitely  make  up  these  changes  in  the 
present  American  experience  that  time  would  probably  indicate.  And  I 
respectfully  call  the  attention  of  the  president,  and  of  this  convention,  to 
the  fact  that  when  this  report  was  submitted  I  requested  that  the  com- 
mittee should  be  discharged.  A  designated  duty  was  assigned  to  us,  to 
make  a  report,  and  we  did  it.  It  was  a  lazy  one,  and  whatever  else  it 
may  be  it  is  not  for  me  to  say,  and  we  were  discharged,  and  your  official 
record  of  our  proceedings  will  show  it.  I  hope  that  the  motion  of  Mr. 
Clarke  will  prevail,  and  the  fact  that  I  was  once  on  the  committee  on 
valuations  shall  not  interfere.  Let  it  take  the  direction  that  he  now  indi- 
cates; I  think  it  is  the  right  one  for  it  to  take.  And,  as  I  am  at  present 
conscious  that  I  am  overloaded  with  work  r.s  the  chairman  of  the  com- 
mittee on  legislation,  I  hope  that  the  recorded  decision  of  this  convention, 
that  the  committee  was  discharged  when  the  report  was  received,  will  be 
adhered  to  and  not  changed. 

Mr.  Clarkb,  of  Massachusetts :  A  single  suggestion.  It  will  be  con- 
sidered by  the  members  of  the  convention  that  the  work  of  the  special 
committee  referred  to,  will  be  a  service  of  some  years — certainly  three  or 
four  and  possibh^  five — and  hence  it  becomes  of  more  importance  that  it 
should  be  special  committee. 

The  president  then  put  the  question  upon  the  resolution  of  Mr. 
Clarke,  and  it  was  carried  unanimously. 

The  PRBSIDBNT :  The  resolution  says  that  it  shall  be  appointed  by  the 
convention.    Will  the  convention  now  take  action  upon  it? 

Mr.  Smith,  of  Kentucky :  I  move  that  the  chair  appoint  the  committee. 

The  President  :  I  prefer  that  the  convention  should  take  that  respon* 
sibility. 

Mr.  Williams,  of  Ohio :  I  think  the  blanks  of  the  resolution  ought  to 
have  been  filled  before  it  was  passed. 

The  Prssiden'*'  *  Thev  can  be  filled  now  by  the  action  of  the  con- 
vention. 

Mr.  Clarke,  of  Massachusetts :  I  will  state,  Mr.  President,  that  I  left 
that  question  open  for  the  consideration  of  the  committee  when  appointed. 
The  resolve  provides  for  a  blank  number  of  state  officials  and  a  blank 
number  of  actuaries  and  managers.  My  idea  in  leaving  the  blanks  was 
that  the  committee  when  appointed  would  take  the  whole  subject 
into  consideration  and  determine  as  to  the  number.  It  is  of  course, 
competent  for  the  convention  to  determine  the  number  of  officials. 

The  President  :  The  convention  will  now  name  that  committee.  The 
number  of  the  committee  is  not  stated  in  the  resolution. 
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Mr.  OaxmeMj  of  Louuiana :  Mr.  Chairman,  I  moye  as  an  amendment 
that  the  chair  appoint  that  committee. 
Mr.  Clarks,  of  Massachusetts :  I  accept  that  amendment. 

The  Prbsidrnt  :  If  there  is  no  objection,  it  will  be  considered 

that  the  resolution  is  amended  to  that  effect. 

Mr.  Row,  of  Michigan :  I  desire  to  offer  the  following  resolution : 
RMSolved^  That  whenever  the  affairs  of  any  insurance  compnny  shall 
be  in  a  condition  to  demand  a  suspension  of  its  business,  and  measures 
have  been  taken  bjr  the  officer  having  charge  of  insurance  in  the  state 
wherein  such  company  is  organized,  to  wind  up  its  affairs,  it  then  becomes 
the  immediate  duty  of  such  supervising  officer  to  notify  the  proper  official 
in  each  state  in  which  said  company  may  have  received  authority  for  the 
current  year,  of  the  action  taken,  and  the  reasons  therefor. 

My  reason,  Mr.  President,  for  introducing  this  is  probably  apparent.  It 
is  in  order  to  enable  the  officers  of  the  different  states  to  perfect  their  records 
and  to  have  on  hand  such  information  in  regard  to  the  companies  that  are 
wound  up,  as  will  enable  them  to  give  the  proper  information  to  the 
people,  and  also  to  prevent  the  action  of  unscrupulous  agents  who  might 
desire  to  continue  the  business  of  the  company  after  it  had  ceased  to 
exist. 

The  resolution  was  referred  to  the  committee  on  legislation. 

Mr.  Painv,  of  Maine :  I  would  call  up  the  by-laws  and  rules  of  organisa* 
tion  and  ask  to  have  them  adopted.  Before  the  motion  is  put,  however, 
I  wish  simply  to  remark,  inasmuch  as  I  find  that  there  is  a  little  mis- 
understanding in  reference  to  one  subject  of  our  report,  and  that  is  as  to 
expenses — the  pertinent  criticism  which  is  contained  in  The  Monitor  this 
morning  suggesting  a  query  and  explanation.  It  is  a  very  proper 
criticism,  and  it  has  called  for  this  remark.  The  query  is,  whether  we  can 
get  our  printing  done  for  nothing,  I  wish  to  say  in  reference  to  that  point 
Uiat  we  do  not  expect  that  the  press  will  do  the  printing  for  this  con- 
vention. We  do  not  propose,  as  a  body,  to  have  any  printing  done, 
except  what  the  papers  do  voluntarily,  putting  ourselves,  for  instance,  in 
the  position  of  a  political  convention,  where  everything  is  printed,  but 
nobody  ever  pays  anything;  as  done  in  missionary  meetings  and  agri- 
cultural meetings — all  the  printing  is  done  for  nothing,  and  the  papers 
are  glad  to  get  it.  But  what  is  more  pertinent  than  anything  else  is  the 
course  the  insurance  press  have  pursued  towards  us  all  through.  Every 
insurance  paper  in  the  United  States  has  published  a  full  and  a  very  fair 
report  of  our  proceedings  and  given  us  a  great  deal  of  credit,  and  all 
without  pay.  Now,  what  I  propose  is  this :  That  this  convention  meet 
asrain,  and  if  anybody  sees  fit  to  print  our  proceedings,  be  it  so.  The 
interest  which  the  subscribers  of  every  insurance  paper  in  the  country 
shows  is  so  greaty  that  every  paper  will  not  only  be  willing  to  print  our 
reports,  but  they  will  do  it  gladly ;  and  they  will  seek  it  as  a  matter  of 
information  for  their  subscribers,  of  intense  interest,  in  order  to  give 
their  papers  circulation.    They  could  liOt  publish  anything  better. 

I  do  not  propose,  and  do  not  suppose  that  we  are  going  to  have  all  these 
things  printed  for  nothing;  but  I  say  we  propose  to  meet  just  as  the 
proper  owners  of  this  room  meet  every  week  or  fortnight,  and  the  insure 
ance  papers  will  give  publicity  to  our  proceedings. 

And  now  with  reference  to  the  explanation.  I  suppose  that  a  secre- 
tary's duties  can  be  performed  at  our  convention  as  cheaply  and  with 
as  little  expense  as  the  secretary  of  a  political  caucus — a  great  deal  more 
cheaply  than  the  duties  of  the  secretary  of  the  United  States  political 
conventions.  We  can  have  a  secretary  of  our  own,  not  to  perform  the 
arduous  and  faithful  duties  that  our  secretary  has  been  performing  for 
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the  last  five  or  six  months,  but  all  the  duties  that  a  secretary  need  to 
perform — that  is,  to  keep  our  proceedings,  write  down  our  votes  and 
keep  them  in  a  volume  for  oerpetuation.  If  I  were  suitably  situated  and 
appointed  for  the  purpose,  I  should  be  very  willing  to  accept  of  the  posi- 
tion and  do  all  the  work  for  nothing.  I  have  done  a  great  deal  more 
arduous  work  than  that  fur  nothing.  I  think  we  can  get  secretaries  who 
would  do  it.  At  all  events  if  we  cannot,  it  does  not  stand  in  the  way  of 
such  a  great  object  as  we  have  in  view.  With  these  remarks  I  renew  my 
motion  that  we  now  adopt  the  constitution  and  rules  as  now  published. 

Mr.  Smith,  of  Kentucky :  I  call  for  another  reading  of  the  by-laws  and 
constitution.  I  have  been  engaged  on  other  matters,  and  I  do  not 
understand  the  subject.  Mr.  Paine  has  said  certain  things  in  rela- 
tion to  the  secretaryship.  I  certainly  do  not  care  for  the  place,  and  I 
want  it  understood  distinctly  that  that  duty  is  not  to  be  put  upon  me. 

Mr.  Paine,  of  Maine :  There  is  nothing  said  in  the  constitution  or  by- 
laws in  reference  to  it. 

Mr.  Smith,  of  Kentucky :  There  ought  to  be.    We  never  would  have 

fot  as  far  as  we  have  now  if  we  had  not  had  a  very  efficient  secretary, 
have  seen  the  time  when,  but  for  him,  this  convention  could  have  been 
entangled  beyond  redemption.  There  is  a  vast  deal  of  labor,  and  it 
requires  special  qualifications  in  our  secretary,  and  my  opinion  is  that 
we  have  now  got  the  proper  man.  I  have  seen  the  proof  of  it  in  this 
room,  and  in  the  correspondence.  But  if  we  have  not  got  him,  we  ought 
to  have  one. 
Mr.  Paink,  of  Maine :  The  question  is  whether  we  can  afford  it. 

The  Secretary  then  read  the  constitution  as  follows : 

A  voluntary  association,  by  the  name  of  the  National  Insurance  Con* 
vention,  is  hereby  formed,  composed  of  the  several  officerR  having  charge 
of  the  insurance  departments  of  their  respective  states  and  territories,  or 
persons  deputed  by  them  respectively,  for  the  purpose  of  mutual  con- 
sultation on  matters  pertaining  to  thoir  general  superintendency.  In 
states  and  territories  where  no  such  department  exists,  the  governor 
shall  have  the  right  to  appoint  a  member. 

First.  The  officers  of  the  association  consist  of  a  president,  vice- 
president,  secretary,  and  executive  committee  of  three,  of  which  the 
g resident  shall  be  one  and  its  chairman;  all  which  officers  to  be  chosen 
V  ballot  at  the  annual  meeting,  and  hold  office  until  others  are 
elected. 

Srcond.  The  duties  of  the  president,  vice-president,  and  secretary  are 
such  as  ordinarily  devolve  upon  those  officers  in  similar  associations. 
The  executive  committee  have  the  general  oversight  and  direction  of  its 
affairs  not  within  the  province  of  the  other  officers. 

Third,  The  annual  meeting  of  the  association  is  held  on  the  third 
Wednesday  of  May,  at  such  a  place  as  the  executive  committee  appoints, 
notice  whereof  is  given  to  each  member  seasonably  by  the  secretary,  by 
mail.  The  association  may,  however,  by  vote  at  any  meeting,  fix  the 
time  or  place  of  its  next  meeting,  in  which  case  notice  from  the  secretary 
is  waived. 

Fourth,  The  general  rules  for  the  government  of  the  association  at  its 
meetings  are  those  ordinarily  adopted  by  deliberative  assemblies,  each 
state,  territory,  and  district  having  one  vote. 

Fifth.  Whenever  the  president  ceases  to  be  a  member,  the  vice-presi- 
dent takes  his  place,  and  becomes  a  member  of  the  executive  committee, 
and  when  both  ceases  to  be  members,  the  next  in  order  of  the  executive 
committee  becomes  its  chairman,  the  remaining  member  or  members 
having  all  the  powers  of  the  committee  until  the  vacancies  are  filled. 
And  in  case  all  the  members  of  the  executive  committee  cease  to  be 
members  of  the  association,  the  secretary  fixes  the  place  of  meeting. 


Si»ik.  Theie  rules  may  be  amended  or  annulled  knd  new  ones  adopted 
at  any  meeting  of  the  association. 

Mr.  Row,  of  Michigan :  Do  I  understand  the  motion  to  be  for  the 
adoption  of  the  constitution  at  this  time  ? 

Mr.  Paikk,  of  Maine :    Yes. 

Mr.  Row,  ol  Michigan :  For  my  own  part,  I  have  doubts  whether  it  it 
best  at  this  stage  of  our  proceedings  to  adopt  this  constitution  or  any 
other  one.  It  strikes  me  that  it  should  be  almost  the  last  thing  we  do. 
We  have  yet  to  see  how  successful  this  convention  will  be  before  we  make 
arrangements  for  any  future  conventions.  For  my  own  part,  I  favor  a 
national  insurance  convention;  but  it  strikes  me  that  this  subject  ought 
to  be  well  matured,  and  that  there  is  no  present  necessity  for  its  being 
adopted  at  this  time. 

Mr.  Brksse.  of  Wisconsin :  It  seems  to  me  that  we  had  better  defer 
this  matter.  We  have  met  this  morning  to  receive  the  reports  of  com- 
mittees, and  when  we  get  through  with  that,  it  seems  to  me  that  we  ought 
to  take  up  the  regular  order  of  business,  which  is  the  consideration  of  the 
report  of  the  committee  on  valuations ;  and  bringing  in  other  matters  to 
be  considered  in  this  way  we  are  liable  to  mix  things  up.  And  I  hardly 
think  we  are  prepared  to  act  intelligently.  We  did  not  expect  it,  and  we 
ought  to  take  it  up  as  a  special  order  of  business  in  order  that  we  can 
be  prepared  to  act  intelligently. 

Mr.  Pains,  of  Maine :  The  special  order  of  business  this  morning,  I 
believe,  is  the  reports  of  your  committees,  and  as  this  is  one  of  the 
reports,  I  suppose  it  is  in  order.  I  offer  it  now,  because  it  is  a  matter 
referred  to  a  committee  of  which  I  was  chairman,  and  it  was  somewhat 
under  my  care.  I  do  not  expect  to  be  here  at  another  session  of  the 
convention,  and,  therefore,  I  bring  it  up  this  morning. 

There  are  one  or  two  other  matters  that  I  did  not  like  to  leave,  and  for 
that  reason  I  have  offered  it.  I  have  no  particular  desire  to  press  it  if 
some  one  will  take  my  place  as  chairman  of  the  committee,  and  see  that 
it  is  attended  to. 

Mr.  Brebsb,  of  Wisconsin :  If  the  gentleman  has  no  objection,  I  will 
move  that  the  question  be  laid  on  the  table. 

Mr.  Paine,  of  Maine :  1  have  no  objection. 

The  motion  of  Mr.  Breese  was  then  put  and  carried. 

The  chairman  announced  that  the  reports  of  committees  were 

in  order. 

Mr.  Breksk,  of  Wisconsin  :  Your  committee  on  taxes,  fees  and 
deposits,  at  the  May  session  made  a  report,  which  will  be  found  on  pages 
88  and  89  of  the  printed  proceedings.  The  subject  was  recommitteato 
us,  and  we  make  the  following  additional  report : 

SUPPLBMSNTAL  RbPORT  :  COMMITTBB  ON  TaXBS,  ETC. 

Your  committee,  to  whom  was  recommitted  the  subjects  of  taxes,  fees 
and  deposits,  beg  leave  to  substitute  the  following  recommendation  for 
that  part  of  the  report  of  the  majority  found  on  pages  88  and  89  of  the 
printed  proceedings  of  the  May  session  of  this  convention  relating  to 
taxation : 

7Vi«c5.— That  in  the  matter  of  taxation,  as  in  other  matters  connected 
with  insurance,  we  believe  m  full  uniformity  and  reciprocity  between  the 
different  states ;  therefore,  while  we  recommend  that  every  state  be  left 
to  regulate  the  taxation  of  its  own  companies,  your  committee  would 
suggest  that  a  tax  of  two  per  centum  of  the  gross  premiums  received 
by  every  insurance  company  in  every  state  for  the  year  next  pre- 
ceding the   date  of  its    annual  statement,  after   deducting  from  such 
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premium  the  amonnt  actually  paid  policjholdert  for  losaet  therein  during 
the  same  period, '  should  be  charged  in  every  state,  except  in  the  state 
where  it  is  organized ;  to  be  in  lieu  of  all  other  taxes. 

L.  Brbbsb,  Ckairman, 

Mr.  Brsbsb  :  The  only  difference  is  that  they  be  allowed  to  deduct  the 
amount  actually  paid  to  the  policyholders  from  the  gross  premiums  of  a 
particular  state.  As  this  report  is  not  to  be  taken  up  this  morning  I 
will  only  submit  the  substitute. 

The  rRBSiDBNT :  Is  any  other  committee  ready  to  report? 

Mr.  Row,  of  Michigan :  The  chairman  of  the  committee  on  blanks  is 
unavoidably  absent  and  we  ask  to  be  allowed  to  report  to-morrow. 

The  Prbsident:  Unless  there  is  objection,  that  course  will  be  taken. 
Is  any  other  committee  ready  to  report? 

Mr.  Gainbs,  of  Louisiana:  The  committee  on  miscellaneous  subjects 
is  ready  to  report.  I  beg  leave  to  state  that  I  saw  Mr.  Skeels  on  Saturday 
and  I  have  not  seen  him  since  that  time.  He  has  not  sent  a  report,  and 
I  have  no  evidence  of  his  co-operation  with  the  two  members  of  the  com- 
mittee who  make  it. 

The  report  is  as  follows : 

Rbport  or  Committbb  op  Miscbllanbous  Subjbcts. 

Your  committee  on  miscellaneous  subjects  beg  here  to  re-affirm  their 
report  to  the  last  session  of  the  convention,  and  to  make  that  part  of  their 
present  report. 

Yourcommitee  recommend  that  the  subject  of  *' Forced  Investments" 
be  added  to  those  for  the  consideration  of  committee  No.  4,  being  closely 
allied  to  them. 

Your  committee  have  the  nonor  to  report  upon  subjects  specially 
referred  to  them  under  the  rules  as  follows,  in  the  order  referred  : 

By  Mr.  Paine  of  Maine :  That  in  the  opinion  of  the  convention,  eyttj 
honest  effort  to  provide  for  one*s  family  by  means  of  a  policy  of  \m 
insurance  should  be  encouraged ;  and  that  the  secretary  of  the  convention 
be  instructedHo  memorialize  congress,  in  its  name,  so  to  amend  the 
bankrupt  law  as  to  exempt  all  such  pohcies  from  its  provisions. 

It  is  not  deemed  expedient  to  invoke  national  legislation  upon  subjecta 
of  insurance  for  the  following  reasons : 

1st.  Its  application  would  tend  to  embarrass,  and  to  impede  inter-state 
legislation. 

2nd.  It  is  perfectly  competent  and  feasible,  in  the  opinion  of  your  com- 
mittee, for  states  to  so  legislate  as  to  secure  the  objects  contemplated,  in 
measure  adjusted  to  the  wants  and  necessities  of  their  citizens  respec- 
tively. 

3ra.  Several  states  have  already  legislated  upon  this  general  subject^ 
the  de^ees  and  manner  of  protection  to  life  policies  having  a  wide 
range,  illustrating  the  impracticability  of  arbitrary  adjus^'ment. 

4th.  Your  committee  do  not  construe  the  authority  of  the  representa- 
tives of  the  states  in  this  convention,  under  the  most  liberal  interpreta- 
tion, to  justify  them  in  memorializing  congress  upon  any  subject. 

While  your  committee  commend  the  purposes  of  legislation  oy  ike 
states^  to  the  limited  protection  of  life  policies,  they  are  of  opinion 
that  this  resolution,  as  applicable  to  state  legiNlation,  takes  too  wide 
a  range,  and  thatlthe  proposed  protection  would  tend  to  convert  into 
a  highway  for  unrestrained  fraud  what  was  intended  to  be  a  safe  chan- 
nel for  frugality  and  paternal  provision.  Safe  provision  against 
contingent  reverses,  for  those  who  are  dependent  upon  us,  and  who 
are  to  come  after  us,  fulfills  the  first  and  highest  natural  law,  while  it 
promotes  the  general  competency  and  the  public  good. 
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The  fluctuations  in  indmdual  fortune  must  be  unusual,  and  its  re- 
verses radical  to  either  promote  or  impair  individual  abilit/  to  meet  the 
premium  upon  a  policy  of  life  insurance,  adequate  to  the  average  neces- 
sities of  an  average  family.  It  is  not  so  with  those  forms  of  policy 
which  require  expensive  premium,  graduated  rather  by  prospective 
sTailibility  to  the  insured,  than  by  prospective  and  necessary  benefits  to 
the  widow  and  the  orphan ;  or  with  policies  for  large  amounts,  taken  as 
an  investment  of  superabundant  ready  funds,  in  personal  expectation  of 
life.  Your  committee  are  of  opinion  that  legislative  protection  should 
deal  rather  with  the  amounts  of  policies,  than  with  the  rate  or  amount  of 
premium,  for  reasons  which  do  not  require  to  be  suggested  to  this  well- 
infurmed  body;  and  they  beg  leave  to  recommend  ten  thousand  dollars  as 
maximum  amount  which  it  it  is  necessary  and  prudent  to  protect,  and  that 
protection  to  that  amount  embrace  every  form  of  policy,  without  refer- 
ence or  regard  to  amount  of  premium,  or  by  whom  paid.  And  it  is  the 
opinion  and  recommendation  of  your  committee,  that  this  protection  be 
given  to  such  policies  only,  as  shall  in  the  future  be  issued,  originally, 
for  the  benefit  of  the  wife,  or  of  the  children  of  the  insured,  or  of  both; 
and  that,  in  all  cases,  to  avail  of  this  protection,  the  beneficiary,  or 
beneficiaries,  shall  be  the  applicant  or  applicants  for  the  policy,  a  mother 
or  father  to  be  declared  to  be  for  this  purpose  the  natural  guardian. 
It  is  recommended  that  the  face  of  the  policy  be  taken  as  the  standard  of 
value  to  the  beneficiary,  and  not  the  amount  paid,  or  to  be  paid,  by  a 
company  after  deducting  counter  claims. 

It  is  further  recommended  that  the  first  named  beneficiary  under  a 
policy  so  protected,  shall  have  the  election  of  the  particular  policy  or 
policies  to  be  taken  for  the  joint  benefit  of  all  the  beneficiaries,  out  of 
the  number  of  policies  in  force,  to  make  up  the  maximum  limit,  and  the 
the  remainder  of  aO  the  insurance  upon  the  husband,  father  or  mother, 
shall  run  into  the  estate  of  such  husband,  father  or  mother. 

By  Mr.  Paine,  of  Maine.  *'/frsoived<,  That  it  be  recommended  to  the 
marine  insurance  companies  to  establish  at  New  York,  or  some  other  con- 
venient point,  an  insurance  agency  or  intelligence  office  for  the  purpose  of 
collecting  and  preserving  for  reference  a  record  of  insurance  effected  on 
marine  risks  in  different  parts  of  this  and  other  countries,  in  order  to 
detector  guard  against  attempts  to  defraud  underwriters  by  undisclosed 
and  unauthorized  duplicate  policies  on  the  same  risks." 

Your  committee  are  of  opinion  that  the  subject  of  this  resolution  is  one 
rather  for  the  consideration  and  action  of  individual  companies,  than  for 
discussion  by  this  convention,  and  that  this  resolution  requires  no  further 
action. 

The  following  is  submitted  for  the  consideration  of  the  convention. 

Jfesolvtd^  That  if  a  state  assumes  to  determine  the  reserves  that  shall 
be  held  by  a  company  to  meet  the  increasing  risk  of  future  years  upon 
anj  policy  wherein  the  contingency  of  human  life  is  an  element,  the  state 
fthould  prohibit  the  issue  of  any  such  policy  until  after  the  premium  rates 
of  such  company  shall  have  been  certified  by  the  head  or  chief  officer  of 
the  insurance  department  of  such  state,  to  be  sufficient  to  provide  the 
reserves  required  by  the  statute  of  the  state  in  which  the  company  is 
domiciliated,  then  the  rates  shall  be  certified  to  be  sufficient  for  the  pur- 
pose specified  by  the  proper  department  of  the  state  in  which  such 
company  may  propose  to  issue  such  policy. 

All  of'^which  IS  respectfully  submitted. 

Richard  Gainbs. 
John  Russell. 

Mr.  Gillespie,  of  Nebraska:  I  move  the  adoption  of  the  report. 

Mr.  Paine,  of  Maine  :  That,  1  suppose,  does  not  adopt  the  principles 
ot  the  report,  but  is  merely  the  acceptance  of  the  report.  1  propose  upon 
that  question,  to  say  a  word.     I  am  totally  at  a  loss  to  know  what  the 
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gentleman  making  the  report  means,  whether  he  rejects,  or  accepts  the 
resolution.  He  goes  on  to  saj  that  we  ought  not  have  the  resolution 
pass,  and  then  says  how  it  should  be. 

The  Prssidkmt,  fro  tern :  It  is  hardly  up  for  discussion  as  jet,  and 
perhaps  it  would  be  better  to  dispose  of  the  motion  of  the  gentleman 
from  Nebraska  (Mr.  Gillespie).  The  chair  wishes  him  to  state  it  in  due 
form. 

Mr.  Brsesb,  of  Wisconsin:  If  there  is  no  objection  I  move  that  the 
report  lie  on  the  table  to  be  taken  up  at  some  future  time,  that  we  have 
an  opportunity  to  consider  it,  and  enter  upon  it  as  a  regular  order  of 
business. 

Mr.  Gillespie  :  I  accept  the  amendment. 

Mr.  Paine:  As  this  will  be  my  last  opportunity,  I  wish  to  say  one 
word  before  the  matter  is  disposed  of. 

The  President,  fro  tern  :  I  am  afraid  it  is  out  of  order. 

Mr.  Gainks  :  Under  the  circumstances,  I  hope  that  the  gentleman  from 
Maine(Mr.  Paine)  will  be  heard,  but  I  ask  him  to  read  his  resolution  as 
embraced  with  our  report  to  the  convention. 

The  President,  pro  tern  :■  If  there  is  no  objection,  the  point  of  order 
will  be  waived,  and  the  gentleman  from  Maine  QMr.  Paine)  will  be  heard. 

Mr,  Paine  :  I  wish  to  say,  in  the  first  place,  that  I  do  not  understand 
whether  the  committee  assent  or  dissent  to  my  proposition.  I  wish  to 
say  that  the  gentleman's  conclusions  there,  so  far  as  they  go  to  disprove 
the  resolution,  are  erroneous,  and  based  upon  a  false  principle,  and  it  is 
to  assume  the  very  fact  which  he  would  assume  that  I  introduced  it.  He 
says,  state  legislation  assures  parties  all  that  they  need.  That  is  the 
very  thing;  my  state  has  gone  the  full  length.  I  drew  an  act  for  our 
legislature,  and  it  was  passed  instantly,  without  one  word  of  objection. 

Mr.  Gaines  :  I  think  I  can  put  the  gentleman  from  Maine  (Mr.  Paine) 
on  the  track.  His  resolution  is  to  the  effect  that  the  president  and  the 
secretary  be  instructed  to  memorialize  cong^ss.  The  committee  say 
emphatically  that  they  do  not  think  it  proper  for  the  convention  to 
memorialize  congress  on  any  subject;  and  that  disposes  of  the  resolution. 
Then  the  committee  subsequently  discuRS  the  features  of  the  resolution, 
as  a  matter  of  course  indicating  the  forms  which,  in  their  opinion,  it 
should  take. 

Mr.  Paine:  I  assume  that  it  is  just  as  proper  to  memorialize  congress 
as  to  memorialize  the  legislatures  of  the  states.  Now,  many  of  the  states 
have  adopted — and  that  is  the  very  argument  which  I  offer — many  of  the 
states,  including  my  own,  and  very  many  other  states,  have  adopted  this 
exception,  but  we  are  baulked  and  defeated  by  the  very  act  which  I  wish 
to  have  amended — that  is,  the  bankrupt  law.  As  assignee  of  a  ban krupt*s 
estate,  I  hold  in  my  hands  to-day  a  $3,000  policy  secured  by  the  man 
when  he  was  in  good  fortune  and  making  money,  but  who  is  now  poor, 
and  with  a  small  dependent  family  on  his  hands.  That  policy  illustrates 
the  whole  evil  of  the  matter.  The  moment  that  he  went  into  bankruptcy, 
he  allowed  his  policy  to  lapse,  and  it  has  been  of  no  benefit  to  anybody, 
and  never  will  be. 

Mr.  Gaines:  I  would  beg  to  ask  the  gentleman  from  Maine  (Mr. 
^aine)  who  is  the  beneficiary  on  that? 

Mr.  Paine  :  I  will  tell  you.  It  is  a  dead  wife;  and  if  she  had  had  no 
children,  it  would  have  gone  to  her  father,  and  not  to  her  husband.  That 
policy  was  given  to  me;  it  was  put  in  my  hand  before  I  had  power  to  do 
a  thing;  the  time  of  payment  had  elapsed,  and  the  policy  had  lapsed  and 
was  absolutely  good  for  nothing,  and  never  will  be  worth  a  cent  to  the 
estate  which  I  represent.  He  has  lost  all  the  benefit  of  it,  although,  by 
the  laws  of  the  state,  it  was  exempt.  The  bankrupt  law  has  seized  it,  and 
it  is  a  blank  piece  of  paper  in  my  hands,  which  is  not  worth  a  copper,  but 
which  would  have  been  worth  to  him  $3,000.     I  say,  therefore,  that  this 
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provision  is  a  matter  of  eminent  justice,  and  when  a  man  fails  and  goes 
into  bankruptcy  suddenly,  he  wants  to  be  treated  with  respect  When  a 
family  becomes  poor  and  needy  that  is  the  time  when  the  policy  oi' insur- 
ance 18  wanted  for  that  family — when  the  man  dies.  According  to  the  law 
of  mortality,  he  becomes  more  subject  to  death  at  that  time — to  an  early 
death — than  at  any  other  period  of  his  life.  Therefore,  I  say,  this  is  a 
matter  of  eminent  justice. 

In  the  second  place,  it  is  a  measure  of  justice  because,  in  a  great  many 
states,  this  exception  is  already  adopted,  and,  by  reason  of  the  bankrupt 
law,  the  policy  of  the  state  is  not  allowed  to  be  carried  into  effect.  Then, 
again,  as  the  bankrupt  law  reads  to-day,  the  policies  of  insurance,  in  a 
great  many  states,  are  exempt.  What  I  want  now  is  uniformity.  My  state 
did  not  come  in  and  pass  a  law  until  a  year  after  the  bankrupt  law  was 
passed;  and,  therefore,  policies  in  our  state  are  not  exempt,  while  in  the 
gentleman's  state  (Mr.  Gaines')  and  in  other  states  they  are  exempt.  I  ask 
then,  for  uniformity.  It  is  no  injustice,  because  our  state  has  acted 
already,  and  the  bankrupt  law  comes  in  to  affirm  the  policy  of  the  state, 
just  as  it  should. 

Another  fact  to  which  the  gentleman  alluded  the  other  day,  and  I  sup- 
pose it  may  be  understood  as  contained  directly  in  that  report,  was  that 
if  a  policy  was  taken  out  in  the  name  of  the  wife  it  will  be  protected. 
Such  I  assert  not  to  be  the  law.  According  to  my  understanding  of  the 
law  I,  as  a  lawyer,  assert  that  a  policy  which  is  taken  out  in  the  name  of 
the  wife  at  the  expense  of  the  husband  is  liable  to  go  into  bankruptcy,  as 
it  would  as  though  it  were  in  his  name.  Besides,  it  does  not  meet  the 
case.  Nothing  is  more  common  to  young  men  who  are  going  to  be 
married,  who  expect  to  be  married,  and  of  young  men  who  are  not 
married,  than  to  secure  policies  on  their  lives.  What  will  you  do  in  that 
case?  They  do  it  in  the  expectation  of  their  sometime  having  a  family, 
and  they  do  it  at  a  youthful  age  before  they  are  married,  to  meet  the  con- 
tingency. The  young  man  of  course  cannot  make  the  policy  to  his  wife, 
because  he  has  none,  he  cannot  make  it  to  his  children  because  he  has 
none.  Then,  again,  if  a  man  takes  out  a  policy  on  his  own  life  in  his 
wife's  name,  that  wife  may  die,  and  if  the  wife  dies  before  they  have 
children,  it  goes  out  of  the  family  to  his  father,  or  his  brother  and  sisters, 
to  his  utter  loss.  That  is  not  right,  because  I  always  recommended  to 
my  clients  ''take  out  your  policies  in  your  own  name,  and  then  when  you 
die  you  can  leave  it  where  you  see  fit — to  your  wife  if  you  have  one,  to 
your  children  if  you  have  them,  to  one  child  or  another  as  you  want  to." 
Then,  again,  it  works  a  great  deal  of  harm  by  working  the  policy  out  of 
the  hands  of  the  third  party. 

I  will  state,  as  a  principle  of  law,  another  fact  which  goes  to  sacrifice 
the  gentleman's  report. 

Mr.  Gaines  :  I  must  beg  leave  again  to  quote  to  the  gentleman  his 
resolution,  which  is,  that  **  the  president  and  secretary  of  the  convention 
be  instructed  to  memorialize  congress,  in  its  name,  so  to  amend  the  bank- 
rupt law  as  to  exempt  all  such  policies  from  its  provisions."  We  report, 
that  we  consider  it  beyond  the  province  of  this  convention  to  memorialize 
congress  at  all.  He  has  discussed  the  preamble,  and  we  have  reported  on 
the  resolution. 

Mr.  Painb:  I  say  that  we,  as  citizens  and  as  an  association,  have  a 
right  to  memorialize  congress  on  anything,  and  more  especially  about  a 
work  like  this.  I  say  again,  that  the  gentleman  is  mistaken  in  the  law. 
If  a  man  has  a  policy  of  insurance  on  the  life  of  his  wife  or  himself,  the 
moment  that  he  fails  and  it  passes  into  the  hands  of  an  assignee  or  a 
creditor  in  bankruptcy,  it  is  absolutely  void.  I  say  that,  without  any 
doubt  that  the  supreme  court  of  the  United  States  would  affirm  my 
decision.  A  company  insures  my  life  because  they  know  it  is  my  iuterest 
tnd  my  will  to  live  as  long  as  I  can.     The  policy  is  possi o]y  taken  out  of 
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my  hands  and  put  into  the  hands  of  a  bitter  enem/  perhaps,  who  is  a 
creditor.  Is  a  company  bound  to  carry  the  policy  alter  it  passes  out  of 
my  hands  into  the  hands  of  another  ?  Everybody  knows  that  a  policy  on 
property  is  void  after  the  property  has  passed  out  of  the  hands  of  the 
msured  into  another's  ;  because  they  do  not  undertake  to  carry  the 
risk  except  against  the  person  they  originally  insured.  A  life  policy 
follows  the  same  rule.  Therefore,  if  the  bankrupt  law  takes  a  policy 
away  from  a  man,  puts  it  in  the  market,  and  sells  it  to  a  third  person, 
it  takes  away  that  which  is  of  the  utmost  value  to  the  party  insured,  but 
absolutely  worthless  to  anybody  else.  It  is  a  wholesale  slaughter,  for 
the  benefit  of  nobody,  but  for  the  ruin  of  the  family.  I  say  there  is  not  a 
consideration  in  the  world — I  will  defy  any  man  to  bring  forth  one  single 
proposition  which  will  support  the  opposition  to  this  resolution.  And  as 
to  our  right  to  memorialize  congress,  every  citizen  has  that  right ;  and 
we,  as  a  national  convention,  representing  the  great  interests  of  insur- 
ance, can  most  appropriately ;  and,  I  say,  it  is  our  duty  to  step  forward 
now  and  assist  this  class  of  persons. 

I  do  not  undertake  to  go  into  the  details  of  that  report.  We  will  not 
ask  congress  anything  further  than  to  pass  a  congressional  act  of  this 
kind,  leaving  it  for  them  to  exercise  their  own  discretion  how  they  will 
make  up  the  bill.  The  act  which  was  introduced  into  congress  last 
winter,  passed  one  house  and  was  defeated  in  the  other,  exempted, 
I  believe,  all  honest  policies — policies  which  were  honestly  entered  into. 
It  provided  that  all  premiums  which  had  been  paid  two  years  before  the 
bankruptcy,  over  and  above  a  certain  amount,  $150  a  year,  should  be  a  lien 
on  the  policy,  etc.  That  is  a  great  provision,  and  all  we  ask  is  that  congress 
legislate  on  this  subject.  We  have  a  right  to  ask  it,  there  is  great  want  for 
it,  and  a  cry  comes  up  from  all  parts  of  the  country,  though  the  gentleman 
from  Louisiana  (Mr.  Gaines)  may  not  know  it,  that  it  shall  be 
put  through.  As  nobody  else  did,  I  took  the  liberty  to  offer  it, 
and  I  do  hope  that  it  will  go  out  as  the  unanimous  voice  of  this  conven- 
tion. Have  a  bankrupt  law,  but  have  the  man  properly  secured,  and 
have  the  law  uniform  throughout  the  states,  and  great  justice  will  thus 
be  done  to  those  poor  families  whose  heads  have  become  bankrupts.  I 
say  that  I  hope  this  vote  will  go  out  as  the  unanimous  voice  of  this  con- 
vention. I  am  very  sorry  that  the  gentleman  from  Louisiana  (Mr. 
Gaines)  has  reported  the  way  he  has. 

[The  President  in  the  chair.] 

Thb  Special  Statistical  Commission. 

The  PRKSIDBNT :  The  chair  would  announce  as  the  committee 
under  Mr.  Clarke's  resolution  for  the  purpose  of  naming  a  com- 
mission to  gather  statistics,  etc. :  Messrs.  Clarke,  of  Massachusetts ; 
Kelsey,  of  New  Jersey ;  Caldwell,  of  Indiana ;  Fackler,  of  Ten- 
nessee ;  and  Finch,  of  North  Carolina. 

Mr.  Fackler,  of  Tennessee :  I  desire  to  be  excused  from  serving  on 
that  committee,  as  I  am  only  a  special  delegate  from  my  state. 

The  President  :  We  can  hardly  excuse  the  gentleman.  We  want  one 
actuary  to  act  with  this  committee,  and  I  hope  the  gentleman  from 
Tennessee  (Mr.  Fackler)  will  not  decline. 

Mr.  Caldwell,  of  Indiana :  I  insist  that  he  shall  act  on  the  com- 
mittee.    He  is  here  to  represent  the  great  state  of  Tennessee. 

The  President:  It  is  nothing  but  the  gentleman's  ordinary  modestv 
that  suggests  the  remark.     He  will  not  be  excused. 

The  Secretary  then  read  the  followiug  paper : 
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Papkr  bt  J.  p.  Entz,  Actuary  of  thv  Nsw  York  Life  Insitrancs 

AMD  Trust  Compaky. 

SmggBstioMS  of  reform  in  tht  practice  of  life  insurance,  and  onfosure  of 

some  grave  errors  affecting  its  usefulnoss. 

When  life  insurance  was  first  introduced  in  this  city  in  1830  by  the  New 
York  Life  Insurance  and  Trust  company,  it  was  in  its  simplest  forms — 
for  the  whole  life,  or  for  one  or  seven  years ;  but,  it  being  then  an  experi- 
ment, the  premiums  were  rather  high,  but  were  subsequently  considerably 
reduced.  In  the  year  1843  the  Mutual  Life  Insurance  Co.  inaugurated  the 
mutual  system,  which  would  have  neutralized  the  effect  of  too  high  rates, 
and  reduced  them  nearly  to  cost,  by  returning  in  a  dividend  all  the  excess. 
This  would  have  been  a  most  excellent  principle,  and  which  was  adopted 
by  nearly  ail  the  companies  that  came  afterwards  into  existence ;  but, 
unfortunately,  it  was  not  carried  properly  into  effect.  The  error  was  made 
to  make  the  dividend  by  a  percentage  on  the  whole  premium,  which  was 
icon  discovered  to  be  incorrect,  particularly  when  endowments  and 
limited  premiums  were  adopted,  and  it  acted  in  an  unequal  manner. 

It  is  strange  that  it  never  occurred  to  anyone,  that  the  difficulty  would 
have  been  conquered  if  the  reserve  had  first  been  deducted  from  the 
premium  actually  paid,  which  would  have  left  the  sum  free  upon  which 
the  dividend  could  have  been  allotted,  because  it  was  the  amount  applica- 
ble to  the  obligations  of  the  company  to  pay  the  losses  and  all  expense^; 
but  proving  to  be  more  than  necessary,  would  have  been  the  true  measure 
for  a  percentage  dividend. 

The  question — what  is  the  most  correct  and  most  equitable  mode  for 
the  division  of  profits  in  a  mutual  company? — has  puzzled  the  ablest 
actuaries  of  the  world,  and  a  variety  of  systems  have  been  proposed  and 
adopted.  The  last  one  was  the  contribution  plan;  but  whether  this 
furnishes  the  great  desideratum  or  not,  may  be  judged  from  the  explana- 
tions which  will  be  found  in  this  communication. 

With  the  gradual  growth  of  life  insurance,  and  with  the  various 
improvements  and  greater  variety  of  forms,  with  which  the  principle  has 
been  developed  in  the  course  of  time,  it  seems,  however,  that  several 
faults  have  followed  the  progress,  and  have,  perhaps,  increased  in  the 
lame  proportion. 

One  of  the  most  mischievous  of  the  latter  is  found  in  the  enormous 
expenses  with  which  'life  insurance  business  is  burthened  at  the  present 
time,  and  which  seem  to  grow  heavier  every  year,  destroying,  to  a  great 
extent,  the  wholesome  effect  of  a  provision  of  a  most  beneficial  nature;  by 
providing  protection  to  widows  and  orphans  against  want  and  destitution 
produced  by  the  loss  of  those  who,  while  alive  and  in  health,  are  bound 
to  support  them. 

The  hard  earnings  of  many  are  gathered  to  make  a  common  fund,  for 
their  mutual  benefit;  but  strict  economy  in  the  administration  of  this 
fund  ought  to  be  the  governing  principle,  and  it  should  not  be  squandered 
away  in  such  a  prodigal  manner  as  it  is  done. 

The  report  of  the  New  York  insurance  department  for  the  six  years, 
186^  to  1870  inclusive,  comprifting  all  the  companies  admitted  to  do 
business  in  this  state,  tell  an  alarming  story. 

There  was  paid  for  commissions  to  agents $39«427>433  69 

Officers'  salaries,  etc 8,499. 954  ^5 

Medical  examiners'  fees 3,260,684  02 

National,  state  and  other  taxes 3t6o5,396  57 

All  other  expenditures 25, 142,603  34 

Total  expenses  in  six  years $79^936,071  87 

While  the  payment  for  losses  and  claims  is  only. .     63,555,913  22 
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Showing  that  it  cost  about  40  millions  to  procure  business,  and  that  the 
expenses  exceeded  the  payments  to  widows  and  orphans,  for  whom  these 
institutions  are  chiefly  estabhshed,  by  nearly  i6j4  millions. 
There  is  a  fact  which  may  create  some  surprise  in  the  item  ot  '*  all 

other  expenditures/'  which  were,  in  1865 $1,028,544  69 

And  in  1869 5)996,256  56 

And  increased  in  1870  to.  ••  10,313,40472 

In  all  the  other  items  there  is  a  more  gradual  annual  increase,  except 

in  commissions,  which  were,  in  1865 $2,301,053  71 

Increased  in  1865  to 9,870, 155  39 

But  decreased  in  1S70  ta 0,837,584  13 

These  statistics  speak  for  themselves,  and  require  no  comments ;  but  a 
question  may  be  asked — whether  such  prodigality  will  not  lead  to  bank- 
ruptcy? and  another,  where  the  profits  are  to  come  from? 

There  must  be  some  extraordinary  extravagance  in  what  is  covered  hy 
the  name  of-  all  other  expenditures*';  while  the  commissions  show  that 
the  anxiety  for  business  and  the  formidable  competition  have  caused  an 
unparalleled  recklessness,  entirely  destructive  of  the  whole  foundation. 

On  the  subject  of 

Valuations  of  Policies 

I  have  already  submitted  some  remarks  in  a  short  communication  pub- 
lished in  the  report  of  the  first  session  of  the  insurance  convention,  and 
in  which  I  urged  the  propriety,  in  the  case  of  policies  entitled  to  a  par- 
ticipation of  the  profits,  to  provide  for  the  double  contract  of  paying  the 
sum  insured,  and  also  to  return  the  surplus,  by  a  reserve  based  upon 
gross  premiums;  because  one  by  net  premiums,  as  adopted  by  most  com- 
panies, would  only  be  adequate  to  satisfy  the  first  part  of  the  bargain. 

The  premiums  of  a  mutual  company  are  enhanced  by  a  loadint;,  with 
the  understanding  that  it  shall  be  used  for  covering  exprnses  and  fluctua- 
tions in  the  mortality,  and  whatever  will  remain  shall  be  returned  to  the 
policyholder. 

The  great  and  only  object  of  a  reserve  is  to  be  at  all  times  in  a  position 
to  wind  up,  and  to  have  a  sufficient  sum  on  hand  to  meet  the  require- 
ments of  another  company,  to  whom  all  the  outstanding  risks  may  be 
transferred,  and  who  is  to  assume  aii  the  obligations  described  in  the 
policies — viz.,  the  payment  of  the  sum  insured,  and  a  return  of  profits.  A 
company  must  also  be  in  the  same  position  as  an  act  of  justice  to  its  new- 
comers, who  have  a  rio^ht  to  claim  that  old  policies  should  bring  with 
them  the  reserve  which  will  place  them  on  the  same  footing  of  equality. 
This  would  not  be  the  case,  if  that  part  of  the  loading  which  should  follow 
the  reser\'e,  were  made  to  swell  the  profits  of  the  year  and  be  unduly  dis- 
tributed among  the  old  policy  holders. 

The  following  illustration  will  give  a  correct  view  of  the  erroneous 
effect  produced  by  the  net  valuation. 

The  rates  of  one  of  our  largest  mutual  companies,  for  an  insurance  for 
life  on  $10,000,  are  at  25  30  35  40  45  50 

$198  90    227  00    263  80    313  00      379  70      471  80 
And  after  5  year 227  00    263  80    313  00    379  70      471  80      599  10 

Deficiency $  28  10      36  80      49  20      66  70       92  10      127  30 

which  multiplied  by 
the  value  of  an 
annuity-  at  the 
age  of  valuation 
would  make  the 
gross  value... '.-$480  07    603  89    764  42    965  99   1,219  ^^   i>5^  9^ 
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while  the  net  value 

isonljr 32303    41693    53198    67858      860901,06838 

Difterence $157  04    186  96    233  45    2S7  41      35S  12      436  64 

Equal  to  a  loading  of  4S.61  44.84  4370  42.34  41.63  40.82  p.  ct. 
to  be  added  to  the  net  value;  in  order  to  make  the  reserve  large  enough 
to  reinsure  the  mutual  policies  either  by  the  company  itself,  or  by  anj 
other. 

The  insurance  department  has  no  other  means  to  ascertain  the  solvency 
of  a  company  than  by  a  common  standard  for  net  valuations,  whicti 
would  offer  a  fair  criterion  for  stock  companies,  as  they  have  no  other 
obligation  than  to  pay  the  sum  insured,  and,  therefore,  charge  much 
smaller  rates.  But  in  the  case  of  mutual  companies,  it  is  only  by  the 
addition  of  a  reasonable  percentage  to  the  aggregate  of  the  reserve  formed 
by  net  premiums,  that  a  correcw  judgment  can  be  formed  that  they  are  in 
a  sound  condition,  and  able  to  fulfil  all  the  terms  of  the  mixed  contract 

A  correct  and  equitable  system  of 

Division  of  Profits. 

ii  another  subject  of  vital  importance.  This,  in  my  opinion,  perfectly 
plain  question,  seems  to  grow  more  and  more  obscure.  The  contribution 
plan,  lately  introduced  and  adopted  bv  many  companies  is  far  from 
solving  it,  although  the  algebraic  formula — 


x-rn 


=  JC^+f^  =  contribution  to  surplus, 

is  mathematically  correct ;  but  some  of  its  terms  cannot  be  carried  out 
practically  and  according  to  their  exact  meaning,  and  must  be  substituted 
by  false  estimates  and  asbumptions;  which  happen  to  be  dangerously  low, 
and  muKt  cause  a  serious  loss  to  the  company,  by  establishinsr  too  high 
an  amount  of  supposed  over-payment  to  be  returned  to  the  policyholders. 

This  exceedingly  complicated  formula,  causing  enormous  actuarial 
labor,  has  not  the  slighte^it  relation  with  the  actual  profits  made  by  the 
company,  and  gives  a  general  rule  for  every  year  and  every  company. 
The  alleged  over-payment  is  precisely  the  same  in  one  which  may  have 
been  eminently  successful,  in  the  mortality,  the  investment  of  its  funds, 
or  in  other  sources  of  profit,  as  it  would  be  in  one  which  had  met  with 
the  contrary  result,  suffered  from  robbery  or  embezzlement,  or  was 
actually  in  a  state  of  insolvency. 

For  those  not  versed  in  algebra,  a  translation  into  common  language 
may  prove  interesting,  and  may  enable  them  to  discover  where  the  errors 
are. 

^s-i-B  IS  ^^^  reserve  of  the  preceding  year  (which  ought  to  be  the  gross 
value),  to  which  is  added  the  interest  for  one  year  (i  +  r). 

P^-~e  is  the  premium  actually  paid,  likewise  increased  by  interest,  but 
from  which  an  assessment  for  expenses  has  to  be  deducted. 

The  author  omitted  that,  asserting  that  they  had  been  compensated  by 
miscellaneous  profits.  This  is  a  very  lucky  coincidence,  considering  that 
these  arise  principally  from  lapses  and  surrenders,  while  the  expenditures 
are  no  trifle.  Other  actuaries  propose  a  reduction  of  15  per  cent,  which 
would  be  rather  too  low  in  some  companies,  when  the  expenses  have 
ranged  up  to  about  100  per  cent  of  the  amount  of  premium  receipts. 

From  the  two  above  sums  is  to  be  subtracted 

d  + 

f-^  (i— '7?,  +  ^  +  i)   th2  assessment  for  the  risk  of  paying  the  sum 

insured,  less  the  amount  on  hand,  the  remainder  being  alone  exposed  to 
loss. 
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The  formula  evidently  means,  that  this  risk  should  be  measured  by  the 
actual  mortality  of  that  year;  but  as  this  varies  more  or  less  every  year, 
and  would  turn  out  very  different  in  every  company,  besides  violating 
the  fundamental  principle  of  a  safe  average,  a  fictitious  table  has  been 
selected,  by  which  the  probability  of  a  loss  by  each  policy  is  estimated. 
This  table  is  a  very  good  one.  representing  the  average  mortality  among 
insured  lives,  called  the  Actuaries'  table,  and  would  offer  a  very  fair 
criterion  ;  but  when  one  fourth  is  deducted  therefrom,  without  even  some 
discrimination  between  lives  recently  examined,  and  those  of  longer 
standing,  it  becomes  a  very  dangerous  practice.  It  is  a  common  custom 
to  lean  always  on  the  safe  side  in  every  estimate,  but  here  it  is  entirely 
reversed.  After  these  intricate  and  laborious  computations  comes  the 
deduction  of 

/?*4."  +  i  the  new  reserve  (which  should  be  the  gross  value)  from  all  the 
above  sums;  leaving  the  remainder 

Jfj+n  as  the  amount  of  overpayment,  or  contributions  to  surplus,  this 
being  the  amount  to  be  returned  in  a  dividend. 

Here  we  find  three  elements  :  too  low  a  mortality  for  the  assessment, 
the  omission  or  inadequate  char|<e  for  expenses,  and  an  insufficient 
reserve;  which  will  all  unduly  swell  the  amount  found  as  the  one  to  be 
returned. 

But  the  greatest  objection  to  this  sj-stem  is,  that  it  has  nothing  to  do 
with  the  actual  profits  realized  by  the  company.  It  produces  the  same 
result,  whether  it  has  been  successful  or  not. 

In  all  other  corporations — as  banks,  fire  and  marine  insurance,  or 
mining  and  manufacturing  companies — the  stockholders  are  considered 
as  copartners,  and  they  receive  a  dividend  on  their  shares  from  the  sur- 
plus which  has  been  realized.  It  is  not  customary  to  assess  each  with  a 
share  in  the  expenses  or  losses,  but  the  whole  amount  gained  from  all 
sources  is  applied  to  a  dividend  at  a  certain  percentage. 

A  mutual  life  insurance  company  is  precisely  in  the  same  position,  the 
policyholders  being  the  partners  to  the  extent  of  their  contributions 
towards  the  common  fund  with  which  the  business  is  conducted*  This 
is  not  the  whole  receipt  from  premiums,  because  th^y  contain  a  part 
which  must  be  retained,  as  a  reserve  for  future  years,  at  compound 
interest.  This  remains  as  a  debt,  the  earned  part  of  the  premium  only- 
forming  the  capital,  and  is  entitled  to  a  return  if  it  proves  to  have  been 
greater  than  necessary. 

The  only  difference  may  be  said  to  be,  that  in  banks  and  other  associa- 
tions the  capital  is  subscribed  and  paid  in  atone  time;  while  in  an  insur- 
ance compan  V  the  partners  come  in  and  go  out  at  different  times.  To 
place  them  all  on  a  footing  of  equality,  it  is,  however,  only  necessary  to 
regulate  their  respective  interests,  by  allowing  them  interests  on  their 
payments  to  the  day  of  settlement;  so  that  the  one  who  pays  early  in  the 
year  receives  a  larger  benefit  from  what  he  has  furnished,  and  which 
has  earned  more  interest  than  the  one  who  makes  his  payments  at  a  later 
date. 

The  true  *'  contribution  system,"  but  which  I  am  disposed  to  call  the 
"  earned  premium  plan"  to  distinguish  it  from  the  other,  is  what  settles 
the  question  of  an  equitable  division  of  profits^  being  in  conformity  with 
the  custom  of  all  other  monied  institutions,  in  a  similar  and  most  simple 
manner. 

Having  ascertained  in  a  balance-sheet  all  the  assets  and  liabilities 
(including  a  full. reserve),  the  surplus  remaining,  which  is  the  result, 
from  all  sources  of  profits,  after  having  paid  all  losses,  expenses  and 
obligations,  is  the  amount  which  is  to  be  divided  among  the  policy- 
holders of  a  mutual  company.  Now,  how  is  it  to  be  distributed?  Of 
course,  in  proportion  to  the  contribution  by  each  policy,  and  this  is 
ascertained  in  the  following  manner,  illustrated  by  an  example. 
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A  hu  taken  a  poHcj  for  $10,000  on  the  ist  of  Febmarj,  the  premium 
of  which  is,  bj  the  English  Life  table  No.  3,  at  5  per  cent,  with  a  loading 
of  33)^  per  cent         .------.-         $329  04 

Add  interest  for  11  months,  at  5  per  cent    -       •       -       •  10  49 

Deduct  the  gross  Talne,  by  the  interpolated  table 

Making  his  contributton  for  the  first  year,  and  on 
dividend  should  be  allotted  -  -  -  .  . 
Second  year— Reserve  from  preceding  year    - 

Interest,  i  year,  s  pcr  cent    -        -        - 

Second  premium  paid  ist  Feb. 

Interest  on  premium  11  mos.        •       • 

Value  of  policy       ---•-•• 

Contribution  second  year     ---.---  $136  00 

and  thus  in  every  subsequent  year. 

It  will  l>e  observed,  that  the  whole  labor  consists  of  crediting  each 
policy  with  the  reserve  of  last  year,  and  with  the  premium  actually  paid, 
and  also  with  interest  at  a  nominal  rate,  and  deducting  therefrom  the 
new  reserve  by  gross  premiums.  This  establishes  the  actual  contribu- 
tion, and  the  proportion  in  which  each  policyholder  is  interested  in  the 
division  of  the  surplus ;  and  is  virtually  a  return  of  what  was  not  wanted 
after  paying  all  losses  and  expenses. 

On  the  most  important  but  vexed 

Imtsrest  Qusstion, 

which  seems  to  create  so  many  different  opinions,  I  shall  refrain  from 
entering  into  discussion,  except  to  show  its  effect  on  the  internal 
machinery  of  a  life  insurance  company. 

In  the  ''  contribution  plan,*'  an  attempt  is  made  to  give  the  policy- 
holders the  benefit  from  any  higher  rate  that  may  have  been  realised ; 
but  I  defy  the  ablest  accountant  to  find  out  the  exact  average  rate  that 
has  been  made,  without  enormous  labor,  considering  that  there  are  so 
many  different  investments,  with  a  large  portion  of  the  money  remaining 
idle  or  yielding  only  a  small  percentage,  with  an  irregulsr  movement  in 
the  receipts  and  payments.  If  it  could  be  done,  it  would  be  only  frac- 
tional and  ever  varying. 

In  the  earned  premium  system,  the  credit  given  for  interest  does  not 
affect  the  finances  of  the  company,  being  only  th^  means  for  settling  the 
relative  positions  between  the  policyholders;  while  all  the  interest- 
received  by  the  company  has  gone  to  increase  the  surplus  profits,  and 
consequently  the  dividend. 

The  selection  of  a  proper  rate  is  of  vital  importance  in  the  construction 
of  premium  rates,  and  m  the  valuation  of  policies;  the  great  effect  of 
which  can  be  seen  plainly  in  the  following  illustration  of  a  policy  for 
$iaooo  for  life,  issued  at  the  age  of  30,  by  the  Actuaries*  table. 
The  interest  being  at..  4  4)i  5  6  7  p.  cent 

Net  annual  premiums    $179  76    164  25    152  96    139  33     128  39 
Net  reserve  after  5  yrs.      496  67    450  S7    412  21    349  S6    293  04 

If  a  company  selected  the  rate  01  6  per  cent  for  the  formation  of  its 
premiums,  there  is  great  doubt  whether  it  would  be  able  to  secure  that 
percentap^e.  Some  of  the  funds  may  be  invested  on  bond  and  mortgage 
at  7  per  cent,  but  the  bu!k  would  probably  be  placed  in  government  or 
stale  stock,  bearing,  perhaps,  6  per  cent  interest ;  but  it  ought  to  be 
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remembered  that  they  nre  all  At  a  high  premium,  which  is  gradually  lost 
in  approaching  redemption;  and,  in  the  former,  the  premium  on  gold 
will  disappear  with  the  redemption  of  specie  payments,  which  may  not 
be  far  oflu  Large  amounts  have  to  be  kept  on  hand  or  in  bank,  producing 
but  little  or  no  interest.     It  would  surely  be  a  dangerous  step. 

There  is  another  important  point  of  view  which  ought  to  be  taken  into 
consideration.  Its  reserve,  based  upon  that  rate,  would  fall  far  short  of 
the  standard  adopted  by  the  insurance  department,  and  make  it  appear 
to  be  in  a  state  of  bankruptcy,  without  having  suffered  any  extraordinaty 
losses.  In  case  of  winding  up,  no  other  company  could  be  found  to 
assume  the  outstanding  risks  with  such  a  deficient  reserve. 

These,  and,  perhaps,  other  reasons,  show  fully  that  il  would  prove  a 
suicidal  measure,  and,  even  without  the  dangers  here  explained,  cause  a 
serious  loss  to  the  proprietors. 

While  my  own  opinion  is  decidedly  unfavorable  to  high  rates  of  interest 
for  premiums  and  valuations,  it  is  equally  so  to  the  other  extreme  of  too 
low  ones,  as  4  and  4)^  per  cent;  and  I  think  that  5  per  cent  would  be 
more  fair  for  ail  parties,  and  perfectly  safe. 

The  many  millions  which  are  now  held  by  our  life  insurance  companies 
in  trust  for  their  customers,  as  a  fund  for  the  benefit  of  their  widows  and 
orphans,  should  be  administered  with  the  greatest  caution  and  security. 
But  the  serious  errors  I  have  disclosed  will,  sooner  or  later,  undermine 
the  structure  of  these  institutions,  and  spread  desolation  and  disappoint- 
ment among  the  public,  with  general  distrust  in  the  boasted  benefits  of 
life  insurance. 

These  remarks  are  respectfully  submitted  to  the  consideration  of  the 
superintendents  of  insurance  depaitments,  the  guardians  of  the  people, 
and  also  to  the  officers  of  companies,  who  wish  to  avoid  all  the  causes 
which  threaten  their  prosperity. 

J.  F.   E.VTZ, 
Actuary  cftht  New  Tori  Lift  Insurance  and  Trust  company^ 

Nbw  York,  Oct.  21,  1871. 

The  Secretary  then  read  the  following  paper  by  Prof.  C.  F. 
McCay,  of  Baltimore : 

SUOOBSTIONS  OF   PROFESSOR    C    F.    McCaY,    OF    BALTIMORE,    ON   THB 

Report  of  the  Committee  on  Valuation. 

I.  The  law  proposed  by  the  committee,  and  also  the  amendment, 
interfere  too  much  with  the  freedom  of  action  of  corporate  bodies.  It  is 
a  Procrustean  standard,  which  requires  the  heads  of  ail  to  be  cut  off  when 
their  liabilities  exceed  afi  arbitrary  amount.  The  conclusion  of  the  com- 
mittee is,  that  the  companies  be  **  required  to  show  that  it  has  a  certain 
reserve."  And,  in  the  body  of  their  report,  they  say  that  the  ** com- 
panies should  be  held  rfgidly  to  the  standard  of  safety  thus  established." 
And,  again,  they  say  to  the  companies:  **  Maintain  intact  the  legal 
standard  oi  safety,  or  cease  to  do  business," 

Now,  all  this  restraint  is  too  strict  and  severe.  It  excludes  the  present 
stock  companies  from  doing  buKiness,  although  their  ra.tes  are  only  about 
fifteen  per  cent  below  those  of  the  mutual  companies,  which  have  divided 
immense  profits.  Now,  such  an  interference  with  the  freedom  of  action 
is  harsh  and  arbitrary. 

To  show  that  the  proposed  standard  excludes  entirely  the  present  stock 
companies,  it  is  only  necessary  to  refer  to  the  table  in  the  report,  on  page 
78.  In  the  example  there  given,  a  person  is  insured  at  20,  at  the  net  six 
per  cent  premium,  which  is  10.364,  the  gross  premium  being  12.956,  and 
the  loading  being  consumed  in  expenses.    Now,  this  premium,  improved 
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atteven  per  cent,  becoraee,  at  the  end  of  the  year,  11.089.  ^"^  ^^^  co^t 
of  insurance,  and  the  legal  reserve,  make  13.516;  so  that  the  receipts  are 
deficient,  at  the  end  of  the  first  jear,  $1,427.  This  deficiency  goes  on 
increasing,  and  in  twenty  years  amounts  to  $15,731 ;  and  if  the  insurances 
had  been  $10,000,000,  instead  of  $100,  and  the  paid-up  capital  $1,000,000, 
the  capital  stock  would  be  all  gone,  and  a  deficiency  created  of  $573,  xoa 
Now,  such  a  result  forbids  capitalists  from  doing  business  as  a  stock 
company,  although  the  rates  they  charge  are  only  about  fifteen  per  cent 
below  those  of  the  mutual  companies,  which  divide  large  profits. 

Such  a  rule,  therefore,  seems  to  work  harshly  and  severely  on  the  stock 
companies. 

Still,  such  a  rule  is  proper  if  it  is  the  true  test  of  the  company's  sol- 
vency :  for  the  state  ought  not  permit  a  company  to  do  business  if  it  it 
iosolvent. 

But,  in  this  same  report,  Mr.  Homans,  Mr.  Wright  and  Mr.  Fackler  are 
quoted,  to  prove  that  the  rule  is  not  a  test  of  solvency.  So  said  Mr.  Bryant, 
also,  in  his  remarks  before  this  convention.  Now,  with  such  authority 
against  them,  no  member  of  this  convention  ought  to  be  willing  to  say 
that  a  company  is  insolvent  which  does  not  come  up  to  this  standara. 
And  if  this  be  so,  does  not  the  rule  seem  harsh  and  severe  against  stock 
companies  ? 

Buty  if  this  rule  is  not  the  test  of  solvency,  it  yet  may  be  so  good  in 
itself  that  it  ought  to  be  prescribed,  on  the  ground  of  prudence  and  wis- 
dom. 

In  considering  this  proposition,  it  may  be  remarked  that,  although  the 
report  requires  the  use  of  ^}4  per  cent  interest,  almost  every  authority 
quoted  in  the  same  report  gives  six  per  cent  as  the  probable  future  limit 
to  which  interest  may  fall.  It  is  now  above  that  rate.  The  Mutual  Life 
of  New  York  made  seven  for  many  years,  and  divided  its  profits  on  that 
basis.  Recently  it  has  used  for  this  purpose,  six  and  a  half.  The 
Connecticut  Mutual  has  made  about  the  same,  and  has  distributed  its 
profits  on  that  basis.  Other  companies  have  done  as  well,  and  the 
financial  management  must  have  been  very  bad  if  they  had  not  done  so. 
The  savings  banks  make  six  after  paying  all  expenses;  and  in  the  life 
companies,  expenses  are  provided  for  by  the  loading.  If,  then,  our  com- 
panies are  now  making  more  than  six,  and  the  able  financiers  referred 
to  in  the  report  predict  that  this  is  the  probable  future  minimum,  why 
should  4>^  be  prescribed  as  necessary  for  the  use  of  the  life  companies? 
Professor  Perry  is  the  first  authority  given  by  the  report,  and  his  stand- 
ing is  very  high.  He  says,  "  I  should  not  regard  it  safe  to  bane  import- 
ant calculations  on  any  expectation  that  the  current  rate  would  be  much, 
if  any,  leas  than  six  per  cent  for  some  time  to  come.'*  Mr.  Ernst,  of 
Covington,  Ky.,  is  next  quoted,  and  he  thinks  'investments  may  be 
made  in  first-class  securities,  for  the  next  fifty  years,  at  an  average  rate 
of  not  less  than  six  per  cent."  Major  Wickes,  of  Memphis,  gives  the 
same  opinion.  Mr.  Wells,  who  lately  held  an  important  financial 
position  at  Washington,  and  is  regarded  as  very  high  authority,  has 
lately  published  a  long  and  valuable  communication,  advocating  this 
opinion.  As  a  set-off  to  all  this,  the  report  gives  the  opinion  of  Mr. 
Winston,  Mr.  Sanford.  Mr.  Wright,  and  other  life  insurance  authorities, 
that  it  is  better  to  use  four  and  four-and-a-half  for  life  insurance  calcula- 
tions. But  whether  this  is  on  account  of  the  uncertainty  of  the  mortality 
tables,  or  of  the  law  of  average,  or  other  contingencies  that  belong  to 
life  insurance,  or  some  other  reason,  none  of  them  intimates  that  the 
probable  future  rate  of  interest  will  be  below  six  per  cent.  The  authori- 
ties quoted  in  the  report  are,  then,  all  on  one  side  in  favor  of  six  per  cent 
as  the  probable  future  rate  of  interest,  and,  I  think,  any  additional 
amount  of  authority  could  be  had  for  the  same  opinion.  Millions  upon 
millions  are  invested  in  all  our  cities  on  perpetual  ground-rents  at  six 


per  cent,  and  these  •ecuritiee  are  regarded  of  the  very  highest  class.  Versr 
long  firttt  mortgage  bonds  of  our  strongest  railroads  bearing  six  per  cent 
and  even  seven,  are  selling  below  par.  N.  Y.  Central  sixes  are  at  91,  and 
sevens  at  97,  while  other  railroads,  nearly  as  gigantic  and  strong,  have 
similar  securities  on  the  market,  which  sell  at  lower  rates. 

Now,  with  such  an  accumulation  of  authority,  is  it  not  hard  for  the 
state  to  say  to  say  to  a  company,  discount  your  future  liabilities  at  four- 
and-a-half  per  cent,  and  if  you  do  not  have  enough  means  to  meet  them, 
you  are  bankrupt  and  mutit  stop  business.  JOoes  the  state  suppress  other 
corporations  by  any  such  stringent  rule? 

Besides  suppressing  companies  which  are  solvent,  the  effect  of  requiring 
the  mutual  companies  to  use  so  low  a  rate  of  interest  as  ^j4  or  4  per  cent 
is  most  injurious  to  members  who  are  soon  to  retire  by  death,  or  aban* 
donment,  or  surrender.  It  accumulates  for  a  future  contingency  which, 
thoup^h  possible,  will  never  probably  happen,  an  unneceasary  reserve,  and 
deprives  the  present  members  of  their  just  share  of  the  present  profits. 
It  may  be  well  for  those  who  shall  survive  and  live  tweiily  or  thirty  or 
forty  years  beyond  the  present  time;  but  it  is  hard  on  the  old,  that  must 
soon  die,  and  on  all  others  whofie  profits  are  withheld  from  them  now,  to 
be  paid  out  to  those  who  continue  in  the  company  for  many  years  to 
come,  and  to  the  new  members  who  shall  be  admitted  hereafter. 

The  other  element  of  the  standard  proposed  by  the  committee  is  the 
American  Table  of  mortality.  And  is  this  table  so  authoritative  and  well 
established  as  to  be  worthy  of  adoption  by  this  convention,  or  by  the 
state  ?  Is  it  founded  on  a  large  number  of  observations,  and  on  proper 
observations;  and  has  it  been  well  constructed  from  these  observations? 
These  are  three  questions  that  must  be  answered  in  the  affirmative  before 
the  table  can  be  pronounced  good. 

To  the  first  question  it  may  be  replied,  that  it  is  based  on  the  experience 
of  a  single  life  insurance  company  for  twenty  years,  when  life  insurance 
business  in  this  country  had  just  commenced,  and  was  on  a  very  small 
scale.  This  experience  was  almost  entirely  on  persons  in  middle  life. 
There  were  few  members  at  the  younger  years,  and  none  at  the  old. 
Surely  this  is  a  very  yarrow  basis. 

As  to  the  second  question,  it  may  be  said  that  the  great  majority  of  the 
lives  were  new  risks,  recently  examined,  and  pronounced  to  be  sound  by 
the  physicians  and  agents,  and  other  officers  of  the  company.  Surely 
these  are  not  proper  observations  on  which  to  construct  a  table  by  which 
we  are  to  measure  the  future  mortality  of  insured  lives. 

As  to  the  third  question — has  the  table  been  properly  constructed? 
Does  it  represent  the  mortality  of  the  Mutual  Life  Insurance  Companj, 
approximately  or  exactly? — I  can  give  no  answer.  The  observations 
have,  I  believe,  never  been  published.  No  one  knows  how  numerous 
they  were,  over  what  periods  of  life  they  extended,  how  the  table  was 
adjusted,  and  how  the  gaps  in  the  observations  were  filled  up.  Theworld 
is  in  profound  ignorance  as  to  every  element  on  which  the  table  w«a 
based,  and  how  it  has  been  constructed.  Its  author  has  received  and 
deserved  the  highest  commendations  as  an  actuary,  and  it  is  on  his  repu- 
tation alone  that  it  rests.  How  he  supplied  the  deficiencies  of  hie 
observations,  how  he  harmonized  their  discrepancies,  how  he  eliminated 
the  injurious  influences  of  selection,  no  one  knows  but  himself.  Now, 
however  high  this  able  and  distinguished  man  may  rank,  is  it  proper  to 
measure  the  probable  mortality  of  insured  persons  by  this  standard, 
under  penalty  of  stopping  the  companies  in  their  business,  if  they  fail  to 
conform  ? 

The  table  differs  from  other  tables  b^  giving  a  higher  mortality  in  old 
age  where  the  author  had  no  observations,  and  at  early  life  where  he  had 
few»  and  by  giving  a  lower  morUlity  at  middle  life  where  his  ofosemi^ 


tions  were  vitiated  b  j  the  effect  of  favorable  selection.  This  comparison 
does  not  strengthen  its  claims  to  exclude  other  tables. 

Besides  these  serious  defects  in  the  standard,  the  committee  recommend 
that  deferred  premiums  and  premiums  on  policies  not  known  to  be  paid 
for,  and  renewal  premiums  not  yet  reported,  should  be  excluded  from  the 
credits  of  a  companj. 

Now,  nothing  is  said  about  excluding  these  items  from  the  liabilities, 
and  if  thejr  are  excluded,  the  debit  and  credit  side  being  both  diminibhed 
alike,  the  result  will  be  the  same.  But  if  they  are  to  be  excluded  from 
the  credit  side,  and  not  the  debit,  then  the  grossest  injustice  will  be  done 
to  the  companies.  If  a  quarterly  or  semi-annual  premium  has  not  been 
received,  and  the  company's  liubilities  are  calculated  to  be  the  same  as 
if  those  premiums  were  among  the  assets  of  the  company,  the  injustice  is 
manifest.  If  a  new  policy  is  issued,  and  is  yet  in  the  hands  of  an  agent, 
not  delivered  to  the  insured,  and  not  yet  paid  for,  and  the  company  is 
charged  with  the  same  liability  as  if  it  had  received  the  money  which 
was  demanded  for  the  policy,  surely  it  ought  to  have  a  credit  for  the 
amount  charged,  less  the  commissions  and  expenses  of  collection.  If  a 
renewal  premium  is  pa»t  due  and  not  yet  reported  by  the  agent,  and  if 
the  premium  due  is  not  counted  among  the  credits,  and  the  policy  is 
regarded  abandoned  or  the  liability  is  measured  at  the  time  the  renewal 
was  due,  or  at  the  day  the  calculation  was  made  and  the  premium  paid, 
in  either  of  these  three  ways  the  true  liability  would  not  be  measured. 

So  that  it  seems  that  the  proposed  rule  is  wrong  in  excluding  these 
items  from  the  credits  of  the  company  without  prescribing  how  the 
liabilities  shall  be  counted  after  these  credits  have  been  excluded. 

For  these  and  other  reasons  it  seems  harsh,  severe,  arbitrary,  impru- 
dent and  unjust  to  measure  all  the  companies  by  this  prescribed  standard, 
ar.d  that  the  only  proper  course  for  the  state  to  pursue  is  to  prescribe  the 
true  measure  of  solvency,  and  then  stop  the  companies;  or  to  permit 
every  company  to  select  its  own  standard,  and  to  publish  with  its  report 
the  standard  by  which  its  liabilities  are  measured. 

Mr.  PiLLSBURY,  of  New  Hampshire :  I  believe  that  Mr.  Goodsell  has 
been  invited  several  times  to  give  his  views  to  the  convention.  As  he  is 
now  present,  I  hope  he  will  be  heard. 

Mr.  James  H.  Goodsell  was  then  introduced,  and  read  the 
following  paper  to  the  convention  : 

Address  of  Mr.  James  II.  Goodsell  on  Rbsbrvrs  asd  Rates  of 

Interest  is  Life  Insurance. 

Gentlemen:  I  thank  3-ou  for  this  opportunity  to  address  the  con- 
vention, though  I  fear  that  what  I  have  to  say  will  hardly  express  the 
earnestness  with  which  I  would  like  to  say  it.  I  would  not  like  to  accuse 
any  of  you  of  not  realizing  the  full  importance  of  the  great  question 
which  it  is  here  proposea  to  decide  authoritatively  for  the  whole  country; 
jet  you  will  permit  me  to  assert  that  the  entire  drift  of  the  discussion  so 
far  seems  to  have  obscured,  at  least  partly  so,  the  question  which  i« 
greater  even  than  the  question  of  reserve — the  question  how  far  state 
authority  can  justly  impose  its  scheme  of  supervision.  You  will  not 
expect  me  to  discuss  that  question,  but  you  will,  perhaps,  confess  that  it 
is  necessary  to  keep  it  in  mind.  You  are  assembled  to  perfect  the  theonr 
of  state  supervision,  to  develop  its  efficiency,  and,  if  possible,  to  unify 
and  harmonize  its  results  in  many  different  states.  But  you  cannot 
transgress  the  scope  of  its  legitimate  authority,  without  exposing  to  the 
ruk  of  failure,  not  merely  the  new  measures  which  you  shall  adopt,  but 
also  those  which  are  already  in  force. 
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In  bargaining  for  life  insurance  the  purchaser  consults  his  interests  bj 
considering  the  transaction  trom  two  standpoints — 

1.  In  regard  to  the  question  of  price. 

2.  In  regard  to  the  question  of  security. 

He  will  require  his  insurance  to  be  as  low-priced  ns  possible,  and  he 
will  require  it  to  be  as  certain  as  possible. 

I  deny  the  authority  or  the  right  of  the  state  to  interfere  with  the 
question  of  price,  except  so  far  as  to  prevent  the  making  of  contracts 
which  are  notoriously  contrary  to  public  policy. 

And,  so  far  as  the  question  of  security  is  concerned,  I  insist  that  the 
state  has  but  one  duty  to  perform — the  duty  of  enforcing  the  performance 
of  contracts  according  to  their  terms.  The  maturity  of  these  contracts  is 
deferred,  and  hence  it  follows  that,  if  any  state  supervision  be  necessary, 
it  is  a  matter  of  prime  importance  to  regulate  for  the  fulfilment  of  the 
contracts  in  advance  of  their  maturity.  Therefore  the  requirement  of  a 
reserve. 

Admitting,  then,  the  necessity  of  a  reserve,  we  must  inquire  if  the 
difference  between  the  two  classes  of  companies — participating  or  mutual, 
and  proprietary  or  non-participating — ^justifies  any  difference  in  the  kind 
of  reserve  to  be  required  from  each. 

The  theory  of  reserve  in  a  mutual  company,  where  the  buyers  furnish 
the  capital,  is  very  different  from  that  which  is  correct  with  regard  to  a 
proprietary  company,  where  the  obligations  are  assumed  by  the  seller. 

A  stock  company  can  rectify  its  assumptions  at  any  period,  and  so,  by 
increasing  its  charges  to  new  members,  qualify  itself  not  only  to  reserve 
by  a  higher  standard  on  its  new  policies,  but  to  make  good  the  deficiency 
on  its  old  policies  when  valued  by  that  higher  standard.  And  it  can  do 
this  without  committing  any  inequity  towards  the  new  members  thus 
assessed  a  higher  charge  than  the  old  members ;  because  the  company  is 
proprietary  and  can,  at  any  time,  resolve  to  afterwards  sell  its  insurance 
at  a  higher  or  lower  cost  than  formerly,  and  yet  not  be  accountable  for 
the  partiality. 

But  in  a  mutual  company  the  rate  of  premium  cannot  be  altered  with- 
out a  violation  of  the  fundamental  principle  of  the  mutual  system,  that 
each  policyholder  shall  occupy  a  footing  of  perfect  equality  with  all  the 
rest — each  having  the  same  proportionate  share  in  the  company's  rewards 
and  burdens.  It  must  be  remembered  that  the  policyholders  of  the  mutual 
company  guarantee  each  other;  they  are  the  stockholders,  and  it  is  they 
who  own  Uie  profits  or  share  the  losses.  Hence,  it  is  quite  important  that 
the  state  should  interpose  some  check,  so  as  to  prevent  the  majority, 
being  new  members,  from  voting  away  to  themselves  the  accumulations 
which  have  accrued  mainly  from  the  payments  of  the  minority. 

If  the  foregoing  argument  is  correct,  it  follows  that  the  expediency  and 
practicability  of  changing  the  reserve  standard  at  any  time,  or  as  often 
as  altered  conditions  of  finance  and  interest  shall  require,  must  be  deter- 
mined for  a  stock  company  upon  entirely  different  premises  from  those 
which  must  govern  the  mutual  company.  The  latter  must  adhere  to  the 
same  standard  in  ftrpeiuo^  or,  in  changing  its  standard,  must  make  such 
concession  in  respect  of  the  secured  precedent  rights  of  old  members  as 
will  be  equivalent  to  an  entire  re-organ ization  of  the  company ;  it  cannot 
destroy  or  affect  the  equities  of  either  the  old  or  the  new  members  without 
working  the  prejudice  of  one  or  the  other  class;  and,  because  the  reserve 
standard  cannot  be  changed  without,  in  effect,  destroying  or  affecting 
the  equities  of  one  class,  it  must  adhere  to  its  original  status. 

But  a  stock  company,  selling  insurance  without  admittmg  its  customers 
to  any  acquired  rii^ht  under  the  company's  constitution,  is  only  obligated, 
so  far  as  its  dealings  with  the  assured  are  concerned,  to  pay  its  policies 
at  maturity.    Therefore,  the  assured  in  the  stock  company  have  no  right 
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to  be  consulted  in  determining,  altering  or  adapting  the  proceMet  bj 
which  the  company  reaches  its  ability  to  pay  those  policies. 

I  come  now  to  a  consideration  of  rates  of  interest  Mr.  Barnes  has 
submitted  to  the  convention  an  interesting  paper  containing  some  valua- 
ble information  in  regard  to  the  rates  in  various  states.  It  shows  that 
while  the  average  rate  of  interest  obtainable  on  first-class  securities  is 
over  7  per  cent  for  the  whole  country,  yet  the  average  rate  of  interest 
obtained  by  a  large  number  of  companies  for  a  long  term  of  years  is  less 
than  6  per  cent.  Admitting  the  truth  of  his  observations,  there  is  a 
wide  disparity  between  the  interest  earnings  of  life  companies  and  those 
of  other  money-lenders,  which  is  not  at  all  creditable  to  the  life  insurance 
companies.  The  latter  have  extra  facilities  for  the  investment  of  money, 
and,  if  we  find  they  are  not  earning  for  their  members  what  the  members 
themselves  could  earn  with  their  funds,  we  must  conclude  that  here  is  a 
fault  which  requires  to  be  corrected.  It  may  be  assumed  that  the  people 
cannot  afford  to  take  out  life  insurance  policies,  unless  the  rates  of 
interest  in  life  inf^urance  are  very  nearly  what  those  persons  could  them- 
selves realize  on  their  funds  in  other  directions. 

In  regard  to  Mr.  Barneb*s  interest  statistics,  if  we  investigate  them,  we 
shall  find  that  they  are  practically  worthless,  lie  has  taken  average 
asse/s  as  the  principal  sum ;  whereas  it  is  well  known  that  a  considerable 
part  of  the  assets  of  every  company  is  composed  of  non-interest  bearing 
or  uninvested  items.  For  instance,  each  company  must  keep  a  consider- 
able bank  deposit,  subject  to  draft  at  any  time  for  payment  of  losses,  or 
extraordinary  expenses.  Mr.  Barnes's  interest  statistics  exclude  the 
interest  on  deferred  premiums,  or,  rather,  the  interest  thereon  forming  a 
part  of  the  principal  sum  of  the  deferred  premiums,  he  puts  both  interest 
and  principal  into  the  at>set  column,  and  omits  the  interest  part  from  the 
interest  column. 

But  the  term  **  percentage  of  interest  to  average  assets"  means  nothing. 
It  is  a  fallacious  and  incorrect  test 

The  correct  test  is  to  take  a  company's  mean  reser^'e,  in  any  given 
year,  and  compute  the  rate  of  its  interest  receipts  to  that  mean  reserve. 
This  will  show  how  a  company's  interest  experience  compares  with  its 
interest  assumption.  The  reserve  is  the  amountwhich  must  drawinterest 
continually.  It  is  not  necessary  to  the  company's  solvency,  and  it  is  not 
often  possible  that  the  reserve  should  draw  interest. 

The  result  of  the  correct  te^t  which  I  have  described  may  be  easily 
stated.  I  have  computed  these  results  for  2i  of  the  largest  companies, 
which  with  a  mean  reserve  ofover  $154,000,000,  earned  $11,802,958  interest 
in  1870,  or  at  the  rate  of  7.64  percent.  A  comparison  of  this  computation 
with  Mr.  Barnes's  percentages  of  interest  receipts  to  average  assets  shows, 
that  while  the  companies  receive  less  than  6  per  cent  on  their  whole 
funds,  they  do  receive  at  least  7  per  cent,  if  not  more,  on  their  reserve. 
I  wish  to  ask  your  attention  for  a  few  minutes  longer,  while  I  attempt  to 
explain  some  of  the  causes  and  consequences  of  this  difference  between 
percentage  of  interest  receipts  to  assets  and  percentage  of  interest  receipts 
to  reserve. 

Since  the  assumptions  upon  which  they  are  based  require  that  premiums 
shall  be  paid  at  the  same  time  with  the  issue  of  the  policy,  and  that  the 
premiums  shall  be  immediately  invested,  it  follows  that  an  habitual  delay 
in  collecting  and  then  investing  the  premiums  must  occasion  a  loss  which, 
if  carried  to  a  certain  extent,  will  imperil  the  ability  of  the  company  to 
fulfil  its  engagements. 

There  may  be  a  gain  in  the  realized  as  compared  with  the  assumed 
rate  of  interest,  and  this  gain  may  compensate  the  company  for  the  loss 
which  proceeds  from  the  enforced  or  permitted  delay  on  the  part  of  the 
company  in  collecting  and  investing  its  premiums.  Or  the  company  may 
(as  IS  the  case  with  those  institutions  which  have  attained  the  ability  to 
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economise  their  expenses,  make  good  the  loss  bj  saving  a  part  of  tho 
loading.  Or,  overlooking  the  fallacy  of  so-called  vitality  gains,  we  may 
for  argument  sake  admit  that  there  will  be  a  compensation  for  loss  by 
reason  of  the  experienced  mortality  falling  below  the  realized  mortality. 

But  suppose)  in  the  case  of  a  company  just  one  year  old,  that  the  load- 
ing of  all  its  premiums  has  been  wholly  exhausted  in  expenses,  and  that 
the  mortality  experience  for  the  vear  fully  realizes  the  assumptions — 
each  bein^  no  more,  nor  any  less  than  was  provided.  In  that  case,  there 
will  remam  at  the  end  of  the  year  the  net  premiums  less  the  mortality 
charge,  or  cost  of  insurance,  increased  by  the  interest  upon  the  premiums 
from  the  time  they  were  invested.  If  they  were  invested  at  once,  and  so 
commenced  to  draw  interest,  at  the  assumed  rate,  from  the  very  moment 
the  policies  were  issued,  the  company  will  be  found  to  possess  just  the 
reserve  calculated  at  the  rate  of  interest  which  was  realized,  namely,  that 
which  was  assumed  in  making  up  its  tariff  of  premiums.  But  if  there 
was  any  delav  in  collecting  and  investing,  then  the  fund  at  the  end  of  the 
year  will  be  deficient. 

It  will  be  seen,  then,  that  the  penaltj*  of  postponed  collections,  with 
consequent  deferred  investment  of  funds,  is  a  financial  loss,  and  this  loss 
must  be  made  good. 

To  apply  these  premises,  let  me  cite  the  almost  universal  practice  of 
ailowtng  premiums  to  remain  uncollected  and  uninvested  until  long  after 
they  are  due.  Payments  on  old  policies  are  in  most  cases  promptly 
made;  but  even  then  there  ensues  delay,  either  in  transmission  of  the 
money  to  the  company,  or  in  investing  it  after  it  reaches  the  home  office. 

I  need  not  adduce  facts  to  prove — the  assertion  will  not  be  denied — 
that  to  such,  an  extent  does  this  practice  of  tardy  collections  and  post- 
poned investments  prevail,  that  in  nine  out  of  every  ten  companies,  there 
ensues  annually  a  loss  of  interest  amounting  from  35  to  40  per  cent  of 
the  sum  which  the  fundamental  assumptions  call  for. 

I  have  said  that  there  are  two  ways  in  which  this  loss  can  be  com- 
pensated :  by  an  appropriation  of  the  loading,  or  bv  a  diminished  mor- 
tality experience.  The  former  source  is  available,  but  the  marked 
tendencv  of  the  business  towards  an  increased  expensiveness  of  manage- 
ment, if  not  likewise  the  degree  of  expensiveness  already  attained,  forbids 
any  expectation  of  relief  in  that  direction.  The  second  source,  the 
appropriation  ot  so-called  vitality  gains,  is,  indeed,  permitted  by  existing^ 
methodsof  calculating  reserve,  although  it  is  doubtful  if  these  so-called 
vitality  gains  are  anything  more  than  mere  claims  in  suspense,  and, 
therefore,  necessary  to  be  properly  provided  for  in  the  reserved  fund.  At 
any  rate,  there  is  an  observed  tendency  towards  a  nearer  approximation 
of  mortality  experience  to  mortality  expectation,  and  this  forbids  any 
prolonged  dependence  upon  the  second  source  of  relief. 

I  come  now  to  the  actual  source  of  compensation  for  the  loss  I 
have  described,  and  if  you  will  properly  comprehend  the  convenience 
which  is  thus  afforded  for  sustaining  the  elements  of  an  undue  com- 
petition, you  will  understand  why  it  is  mainly,  that  the  high-premium 
companies  are  so  energetic  in  opposing  the  rational  theory  of  reserve 
based  on  the  highest  net  rate  of  interest  which  is  obtainable  on  first-class 
securities.  It  is  an  ingenious  device,  and,  seeing  that  it  works  so 
effectively,  I  am  not  surprised  by  the  efforts  to  secure  its  retention.  Let 
us  see  its  nature  and  effect. 

We  have  seen  that  in  a  company  where  the  requirements  for  expense 
and  mortality  in  a  given  year  have  exactly  equaled  the  assumption,  there 
will  be  left,  at  the  end  of  the  year,  a  reserve,  composed,  first,  of  the  net 
premiums,  less  the  cost  of  insurance;  and  second,  of  the  interest  which 
has  accumulated  on  the  investment  of  its  premiums.  If  all  the  premiums 
were  invested  promptly  on  the  issue  of  the  policies,  then  the  rate  at 
Which  they  were  invested  will  be  the  rate  of  reserve,  provided  that  rate 
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M  the  8«me  a8  the  rate  at  which  the  preifiiutns  were  calculated.  There- 
fore, in  such  a  caKe  as  I  have  just  described,  with  six  per  cent  premiums 
promptlj  invested  at  six  per  cent  interest,  there  cannot  be  any  other  than 
a  six  percent  reserve.  And  so  it  happens  that  the  low-rate  company  is 
compelled  to  do  a  promptly-paying  busine^-s.  But  consider  now  the 
difference  with  a  high-rate  company.  Its  premiums  are  based  on  a 
calculation  that  only  four  and  four  and  a-half  per  cent  will  be  realized; 
while  the  facts  abundantly  prove  that  at  least  six  per  cent,  and  in  some 
cases  a  considerably  higher  rate,  is  the  average  realized  rate  on  invet^t- 
ments.  It  has  assumed  only  four  per  cent,  say,  and  it  realizes  six  per 
cent.  The  difference  is  a  gain.  Four  per  cent  on  $1,000,000  is  $40,000 ; 
six  per  cent  on  the  same  amount  is  $60,000;  the  gain  is  $20,000.  And 
that  is  the  sum  which  a  high-rate  company,  charging  four  per  cent 
premiums,  and  investing  at  six  per  cent,  could  lose  on  a  fir^t  year's 
premium  income  of  $1,000,000,  without  impairing  its  reserve,  at  four  per 
cent.  The  amount  it  could  lose  is  equivalent  to  one-third  of  the  whole 
interest  at  six  per  cent,  and  is  sufficient  to  compensate  for  the  loss 
accruing  on  an  average  delay  of  two  months  in  collecting  and  another 
month  besides  before  investin>r  each  and  every  premium. 

The  inferences  from  this  argument  are  precisely  these:  that  the  high 
premium  cannot  be  defended  on  the  ground  that  the  commercial  rate  of 
interest  is  not  obtainable  on  life  insurance  funds,  as  it  is  by  other  lenders 
of  money ;  that  there  is  so  much  delay  in  collecting  an  unnecessarily  high 
premium,  that  a  considerable  part  of  a  company's  assets  are  continu- 
ally uninvested  and  unproductive,  and  that,  therefore,  the  rate  of  interest 
actually  received  on  the  invested  funds,  is  obscured  by  the  rate  which 
results  from  getting  the  average  percentage  on  the  aggregate  funds. 
There  is  a  gain  on  the  promptly- in  vested  premiums  of  the  promptly- 
paying  insured ;  but  this  gain,  instead  of  inuring  to  the  benefit  of  that 
class.,  must  be  appropriated  to  make  good  the  deficiency  which  arises 
from  the  deferred  payment  of  the  dilatory  members.  If  a  company  is 
composed  wholly  of  promptly-paying  members,  and  if,  moreover,  there 
is  in  the  company's  management,  a  sufficient  interest  at  stake  to  secure 
the  immediate  investment  of  these  promptly-paid  premiums,  there  will 
be  no  such  loss  as  we  have  described.  And  in  that  case,  the  rate  of 
premium  and  rate  of  reserve  will  not  be  dependent  upon  conditions  of 
administration  or  financial  management  which  are  antagonistic  to  the 
fundamental  principles  of  life  insurance. 

Having  examined  the  consequences  of  deferring  the  collection  and 
investment  of  life  insurance  premiums,  I  will  now  endeavor  to  point  out 
the  extent  to  which  this  unbusinesslike  practice  prevaib.  We  have  seen 
that  every  dollar  which  can  be  snatched  from  the  abyss  of  expense,  or 
rescued  from  a  condition  of  unproductiveness,  should  be  promptly  and 
always  set  to  work  to  earn,  by  the  accretions  of  interest,  the  sum  which 
has  been  pledged  in  its  behalf.  Anything  less  than  this  is  a  defection 
from  duty,  an  element  of  danger,  and  a  possible  precursor  of  disaster. 
The  company  whose  repeated  statements  indicate  a  laxity  in  this  direction, 
whose  funds  are  siackly  invested  or  are  represented  by  a  disproportionate 
amount  of  sterile  assets,  has  within  it»elf  the  seeds  of  decay.  And  if,  to 
this  financial  laxity,  is  added  nn  excessive  expenditure,  the  company  thus 
mismanaged  is  merely  existing  to  issue  its  own  funeral  invitations. 

Perhaps  the  most  practical,  if  not  the  only  remedy  against  financial 
debility,  is  provided  by  those  managers  who  strive  to  keep  every  available 
dollar  of  their  assets  continually  drawing  interest.  This  is  a  trustworthy 
test  of  conservative  management.  And  until  state  supervision  rejects  as 
assets  those  items  which  are  unproductive,  we  shall  have  no  better 
criterion  of  good  management  than  is  indicated  by  the  smallest  margin 
between  unproductive  and  interest-l>earing  assets.  But  whatever  maybe 
the  policy  pursued  bv  life  managers,  as  to  this  financial  desideratum,  we 
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must  insist  that  there  is  one  point  beyond  which  their  ignorance  or 
indifference  cannot  bafely  g).  At  lennt,  so  much  of  the  assets  of  a  life 
company  as  stand  for  ik€  reserve  should  always  be  represented  in  interest- 
earning  securities^  of  the  very  highest  character.  This  fund  is  altogether 
too  sacred  to  be  trifled  with,  or  put  at  risk.  It  is  the  corner-stone  of  a 
contract  solemnly  made,  and  upon  whose  fulfillment  one  party  has  staked 
the  future  happiness  of  those  most  dear  to  him.  The  acceptance  of  a 
life  insurance  premium  is,  virtually,  a  pledge  on  the  part  of  the  company, 
that  at  least  so  much  thereof  as  composes  what  is  called  the  net  premium, 
shall  be  at  once  properly  invcbted  at  the  highest  rate  of  interest  which  is 
compatible  with  security.  Not  to  do  this,  is  to  violate  an  implied  promise, 
and  to  take  money  under  a  false  pretense. 

It  is  a  source  of  gratification  to  know  that  the  majority  of  American 
companies  fully  appreciate  the  paramount  importance  of  this  point  in 
their  financial  management.  But  all  do  not;  and  it  is  because  so  large 
and  so  respectable  a  minority  fail  in  this  particular,  and  because  such 
failure  involves  danger  to  themselves  and  large  loss  to  the  policyholders, 
that  I  call  vour  attention  to  a  table  which,  better  than  a  volume  of  argu- 
ments, will  illustrate  both  what  I  mean  and  the  direction  in  which  it 
applies.  The  table  has  been  carefully  compiled  from  the  last  report  of 
the  New  York  insurance  department;  it  covers  the  figures  of  the  seventy- 
one  companies  doing  business  in  that  state,  and  may  be  summarized 
thus : 

Total  assets  admitted  by  the  department $269,460,408 

Of  which  are  interest- bearing  assets •••     239,294,626 

Leaving  as  unproductive  assets  •• $30,225,783 

Here,  it  will  be  noted,  that  11. 21  per  cent,  or  one-ninth  of  all  the  assets 
reported  by  the  companies,  is,  for  all  purposes  of  life  insurance,  utterly 
useless  and  illusory. 

It  is  a  startling  revelation  of  this  table  that  of  the  seventy-one  com- 
panies whose  figures  are  collated,  twenty-three  com  f  antes  do  not  possess 
an  amount  of  interest-bcaring  assets  equal  to  the  reserve  demanded  by  the 
department  valuation.  These  companies  are  deficient  in  this  respect 
from  3  to  40  per  cent,  and  the  average  deficiency  of  all  the  twenty-three 
companies  is  not  les^s  than  10  per  cent.  Now,  I  do  not  say  that  these 
twenty-three  companies,  or  any  large  proportion  of  them,  are  unsafe ; 
but  I  do  say,  with  emphasis,  that  any  life  company  whose  reserve  is  not 
entirely  in  interest-bearing  securities  is,  by  just  so  much,  deficient  in  good 
faith  towards  its  policyholders  and,  in  jubt  that  degree,  fails  to  deserve 
the  confidence  of  the  public. 

It  seems  a  mockery  to  require  by  law  a  valuation  of  policies  and  the 
retention  of  the  reserve  thus  computed,  if  there  is  to  be  no  specification 
as  to  what  this  reserve  shall  consist  of.  Clearly,  the  very  idea  of  a 
reserve  thus  involves  the  necessity  of  its  being  a  sum  at  interest  and 
accumulating  as  rapidly  as  possible.  Any  other  kind  of  reserve  would 
not  perform  the  essential  functions  of  a  reserve;  and,  upon  any  other 
basis  thnn  such  as  interest-bearing  assets  furnish,  life  insurance  is  the 
veriest  fraud  extant.  If,  then,  this  reserve  is  to  be  the  subject  of  legal 
enactment,  I  submit  that  such  an  enactment  must  be  utterly  futile  so 
long  as  the  companies  are  not  required  to  have  a  reserve  every  dollar  of 
which  is  productive  of  intercRt. 

Ill  conclusion,  I  may  be  permitted  to  suggest  that,  without  interfering 
with  its  work  of  accomplishing  uniformity  in  other  directions,  it  is  not 
expedient  at  this  time  for  the  convention  to  commit  itself  definitely  to  a 
particular  standard  or  process  of  valuation.  Public  opinion,  as  well  as 
the  opinion  of  insurance  actuaries,  is  undergoing  a  great  change  in 
regard  to  life  insurance  reserves,  and  it  would  be  a  little  remarkable  if  a 
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cooFention  of  state  officerit,  mnny  of  whom  either  meet  together  for  the 
first  time,  or  have  but  very  latefy  given  any  thought  whatever  to  this 
subject,  could  properly  a«6ume  to  decide  precisely  what  (standard  of 
reserve  will  beat  satisfy  the  public  welfare.  But  if  it  is  necessary  to  adopt 
a  particular  standard,  a  wise  policy  would  seem  to  dictate  that  your 
action  in  this  convention  should  have  regard  for  the  que«tion  of  cheap- 
ness as  well  as  the  question  of  security.  A  life  insurance  policy  may  be 
so  secure  as  to  be  beyond  the  premium-paying  ability  of  the  majority  of 
people.  But  if  we  put  any  faith  in  the  laws  of  demand  and  supply,  we 
muKt  admit  that  the  price  will  regulate  itself,  even  more  quickly  and  more 
efficiently  than  it  can  be  regulated  by  mere  legislation.  Companies  will 
not  undertake,  to  any  alarming  extent,  the  sale  of  life  insurance  at 
less  than  cost.  The  dfanger  is  from  a  different  direction  ;  and  I  ask  the 
members  of  this  convention  to  consider  carefully  before  deciding  to 
recommend  any  measure  which  will  have  the  effect  of  permanently 
enhancing  the  cost  of  life  insurance.  Tke  amount  alreadv ^aid  anmttally 
for  lift  tMSMraueey  in  tkt  Untied  States-,  v^ry  nearly  fquals,  if  not  exceeds 
tke  interest  on  tke  •whole  sum  of  the  national  inJebteduc^s,  A  sound 
public  policy  would  seem  to  demand  that  the  cost  of  these  benefits  shall 
be  reduced,  if  possible, ;  and  any  efforts  or  inquiry  in  that  direction,  can- 
not but  receive  public  approval.  If  the  convention  shall  commit  itself  to 
a  contrary  policy,  the  question  will  be  taken  up  by  the  people:  for  I 
think  the  people  will  be  unwilling  to  rest  their  faith  implicitly  in  a  busi- 
ness who»e  managers  deny  their  ability  to  compete  with  any  other  money- 
lenders, for  a  rate  of  interest  which  they  declare  unsuited  to  life  insurance, 
however  suitable  it  may  be  for  savings  banks  and  trust  companies. 

The  convention  then  took  a  recess  of  half  an  hour. 

Mr.  Gaines,  of  Louisiana :  Mr.  President — In  view  of  the  fact  that 
some  members  of  the  convention,  whose  business  is  >ery  urgent,  will 
have  to  l>e  at  home  when  the  vote  on  the  matter  now  before  the  conven- 
tion is  taken  up,  I  move  that  when  the  convention  adjourn,  it  adjourn  to 
meet  at  seven  o'clock  this  evening,  at  the  St.  Nicholson  Hotel;  and  that 
a  vote  be  taken  on  the  question  at  twelve  o'clock  to-morrow. 

The  motion  was  seconded  by  Mr.  Berry  of  Arkansas. 

Mr.  Caldwell,  of  Indiana :  I  am  strongly  opposed  to  that  resolution, 
lam  not  oppobcd  to  fixing  some  time  for  taking  a  vote,  but  I  am  cer- 
tainly opposed  to  putting  through  with  unnecessary  haste  a  matter  of  so 
great  importance. 

A  division  of  the  motion  being  called  for,  and  being  accepted 
by  the  mover,  Mr.  Gaines,  the  question  was  put  as  to  whether 
the  convention,  when  it  adjourned,  should  adjourn  to  meet  at 
seven  o'clock,  P.  M.,  at  the  St.  Nicholas  Hotel,  and  was  carried. 

The  chair  then  put  the  question  whether  a  vote  should  be  taken 
upon  the  subject  now  before  the  convention  to-morrow  at  twelve 
o'clock. 

Mr.  Millbr,  of  New  York :  I  don't  know  as  I  am  in  order  to  say  any- 
thing on  this  subject  now,  but  if  I  am  allowed  I  must  express  a  hope  that 
the  motion  will  not  prevail.  It  seems  to  me  that  this  subject  is  of  too 
vast  importance,  and  that  we  are  yet  entirely  too  much  on  the  outside  of 
it,  to  be  in  a  condition  to  vote  to-morrow  at  the  hour  named  in  the 
resolution.  For  my  own  part,  I  confess  ♦hat  I  receive  new  light  every 
day  upon  this  subject.      7  am  in  no  way    *  >mmitted,  and  I  am  free  to 
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confess  that  mj  own  mind  is  jet  in  an  unsettled  state  upon  this  question. 
I  want  to  do  that  which,  after  the  most  mature  deliberation,  I  believe  to 
be  right  in  the  premises.  I  do  not  wish  to  guess  at  anything  here, 
but  after  full  discussion  and  consideration,  to  take  some  responsibility. 
Although  it  cannot  be  mathematically  demonstrated  exactly  what  stand- 
ard is  correct,  yet  we  want,  as  near  as  possible,  to  approximate  to  justice 
and  correctness.  And  on  this  account,  and  in  view  of  the  increas- 
ing ability  and  importance  and  interest  manifested  in  the  subject,  and 
the  nature  of  the  discussion  which  is  being  elicited,  I  hope  that  it  will  not 
be  cut  off  at  this  early  hour. 

Mr.  Gainbs,  of  Lrouisiana:  An  explanation  seems  necessary.  Permit 
me  to  say,  sir,  that  this  resolution  was  not  offered  without  consultation 
with  the  members  of  the  convention.  I  have  consulted  at  least  four 
members  representing  as  many  ideas  upon  the  question  of  what  should 
be  the  the  basis;  so  that  there  is  no  attempt  to  force  the  question,  nor  is 
there  any  attempt,  by  fixing  the  time  that  tho  vote  shall  be  taken,  to 
influence  anybody's  vote.  But  it  is  certain  that  there  are  two  states,  per- 
haps as  much  interested  in  this  question  as  any  two  states  in  the  union, 
which  are  not  to  be  represented  here  to-morrow  unless  it  can  be  definitely 
determined  now  when  the  vote  will  be  taken,  and  I  doubt  very  much 
whether  the  importance  of  the  range  which  our  views  may  have  equals 
the  importance  of  having  a  full  representation  of  the  states  when  the  vote 
is  taken      I  therefore  offer  the  resolution. 

Mr.  Miller,  of  New  York :  I  understand  that  there  is  a  possibility 
that  some  of  the  members  of  the  convention  will  be  called  away,  and  for 
one  I  should  be  happy  to  consult  their  convenience.  If  their  minds 
are  fully  made  up,  their  votes  may  be  lefl  in  an  envelope,  or 
cast  by  some  proxy.  I  wish  every  side  to  be  considered  in  this  matter. 
1  do  not  wi^h  any  advantage  on  account  of  a  gentleman's  being 
compelled  to  be  absent  —  not  the  slightest.  It  may  be  that  we  are  more 
ready  to  meet  this  question  than  the  one  proposed,  and  that  is,  whether 
it  is  expedient,  even  at  this  session,  to  conclude,  and  announce  our 
conclusion  upon  this  question.  If  the  gentlemen  generally  are  satisfied 
with  the  discussion  —  if  they  think  that  they  have  considered  all  the 
views  that  have  been  or  will  be  presented  upon  this  question,  and  their 
minds  are  clear  about  it,  why,  of  course,  I  will  endeavor  to  arrive  at  a 
conclusion  which  will  satisfy  my  own  conscience  as  to  the  vote  that  I 
shall  give,  and  accord  to  the  majority  in  coming  to  the  vote  on  this 
question.  I  don't  seek  to  shirk  the  responsibility  in  regard  to  my  own 
vote,  and  will  vote  as  readily  as  the  majority  desire  the  vote  to  be  taken, 
but  I  wish  to  caution  the  convention  against  any  premature  action  in  the 
premises.  I  can  see  but  one  object  to  be  gained.  Of  course  we  expect 
some  states,  before  the  reassembling  of  this  convention,  may  take 
legislative  action  upon  this  subject ;  and  it  may  be  urged,  and 
with  force,  that  the  recommendation  of  this  convention  will  not 
only  be  important,  but  is  due  to  these  states  in  order  that  influence  may 
be  felt  in  their  legislation.  But  the  importance  of  that  suggestion  is, 
perhaps,  not  so  great  as  at  first  might  be  supposed,  in  view  of  the  fact 
that  thus  far  there  has  been  but  very  little  diversity  of  legislation  upon 
this  particular  subject.  The  question  of  reserves  the  convention  has 
already  considered.  The  question  of  the  mortality  table,  and  the  rate  of 
interest  to  be  assumed,  we  are  yet  discussing,  and  I  believe  that  all  the 
states  that  have  legislated  have  adopted  either  the  New  York  rule  or  the 
Massachusetts  rule,  and  they  vary  very  little.  We  have  already  heard 
from  all  the  eminent  gentlemen  who  have  discussed  it,  and  there  is  so 
little  difference  that  it  is  not  really  a  question  of  security,  for  that 
question  does  not  seem  to  be  involved  at  all.  And  it  seems  to  me  that 
every  successive  speech  that  we  hear  develops  more  clearly  than  the 
preceding  one  that  there  are  other  questions  involved  than  the  questions 
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of  seoiritj  in  the  consideration  of  this  great  subject  I  think  that  no 
man  in  this  room  doubts  that  either  of  these  standards  are  ample,  so  far 
ts  the  mere  question  of  security  is  concerned.  The  question  now  seems 
to  be  whether  we  can  adopt  a  different  standard  from  either.  Even  my 
distinguished  friend  from  Massachusetts,  Mr.  Clarke,  I  think  hardly 
doubts  that  the  New  York  standard  is  adequate  to  the  protection  of  the 
poblic  Even  in  that  standard  we  find  that  many  companies  are 
impaired,  aa  we  call  it,  in  capital,  and  yet  those  companies  are  allowed 
to  do  business  in  the  state  of  my  honorable  friend. 

Kow,  gentlemen,  my  own  view  about  this  matter  is,  that  this  doctrine 
of  oscillation,  which  my  friend  Mr.  Barnes  has  proposed,  and  the  consid- 
eration of  this  proposition  of  suspending  a  company  before  you  undertake 
to  wind  it  up,  and  hanging  it  in  the  air  for  awhile  and  treating  it 
medically,  so  to  speak,  is  another  important  thing  to  be  considered.  All 
these  questions  precede  the  decision  of  the  simple  question  of  the  rate  of 
interest  and  the  table  of  mortality  to  be  adopted.  Now,  let  us  deal  with 
time  questions  intelligently,  and  let  us  give  them  that  consideration  to 
which  their  importance  entitles  them.  If  the  gentlemen  are  all  satisfied 
that  they  have  done  that  by  the  hour  named  in  the  resolution,  I  shall 
agree  with  them,  and  shall  record  my  vote  according  to  the  light  I  then 
have  upon  the  subject. 

The  question  upon  the  motion  of  Mr.  Gaines,  of  Louisiana, 
that  the  vote  be  taken  on  the  question  before  the  convention  at 
twelve  o'clock,  was  then  put  by  the  chair  and  declared  lost. 

Mr.  M11.1.ER,  of  New  York :  In  view  of  the  possibility  that  Mr.  Clarke 
and  other  gentlemen  may  be  called  away  from  the  convention  by  any 
emergency,  I  move  that,  in  their  absence,  any  delegate  named  by  them 
before  leaving  shall  have  authority  to  cast  their  votes  as  directed  by 
them. 

The  motion  was  seconded  by  Mr.  Gillespie,  and  the  question 
being  put  thereon  by  the  chair,  it  was  carried. 

EvwABtn  A.  Jones:  Mr.  President,  the  gentleman  from  Alabama  asked 
me  on  Saturday  to  speak  for  him,  but  he  is  not  here  to-day. 

The  President  :  If  there  is  no  objection,  we  will  listen  to  the 
paper  of  Mr.  Edward  A.  Jones,  the  president  of  the  National 
Life  insurance  company  of  New  York. 

Rrmarks  of  Mr.  Edward  A.  Jonbs. 

Mr.  President  and  gentlemen  of  the  convention  :  I  stand  before  you  as 
the  spokesman  of  the  gentleman  from  Alabama,  on  this  most  important 
subject  of  valuations  of  the  assets  and  liabilities  of  life  insurance  com- 
panies, and  I  propose  to  show  that  a  net  valuation  does  not  and  cannot 
prove  the  condition  of  any  company,  on  whatever  table  you  may  in 
jonr  collective  wisdom  adopt.  Well,  then,  the  question  is,  what  is  a  net 
valuation.^  It  is  a  theoretical  assumption  that  you  will  receive  in  the 
first  and  every  year  thereafter  a  certain  sum  of  money,  and  that  you  will 
tUo  invest  the  same  at  a  certain  rate  of  interest  during  the  life  of  the 
policyholder;  both  of  which  assumptions,  in  practice,  1  will  endeavor  to 
prove  are  fallacious,  and  for  that  purpose  will  read  you  a  letter  I  have 
written  to  the  chairman  of  your  committee  on  net  valuations,  interest, 
mortality  tables  and  surrender  values. 

I  have  read  the  very  able  and  exhaustive  report  of  your  committee  upon 
nte  of  interest,  rate  of  mortality,  etc.,  and  I  must  confess  that  I  fail  to 
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agree  with  their  conclusions.  In  fact,  for  one  I  must  differ  from  them 
for  the  following  reasons,  viz..  First,  they  assume  that  every  company 
will  receive  on  a  life  policy  on  age  forty,  only  $21.30,  whereas  the  facts 
are,  the  first  year  they  may  not  receive  half  that  amount.  A  person  of 
that  age  has  to  pay  $31.30  at  mutual  rates,  and  $23.47  stock  rates.  Now 
deducting  15  per  cent  for  collection  and  other  expenses,  on  the  second 
and  subsequent  years,  out  of  the  premium  there  remains  $26.61 ;  the 
difference  between  this  amount  and  the  net  premium  is  $5.31.  The 
present  value  of  $5.31  to  be  paid  annually  during  the  life  of  a  person 
aged  forty-one  is,  at  4)^  per  cent,  $82.90;  now  this  $82.90  should  have 
some  place  in  the  assets,  or  you  must  take  the  facts  as  they  are,  and  hold 
the  companies  liable  only  for  what  they  have  received  afler  payine  all 
expenses  on  the  first  year  of  every  policy,  for  upon  your  theory  of  net 
valuation,  a  company  doing  a  large  new  business  would  be  solvent  only 
so  long  as  their  capital,  together  with  their  assets  at  4^^  per  cent  interest, 
would  be  enough  to  make  a  reserve.  Now,  if  their  capital  is  enough  to 
allow  them  to  do  a  business  of  five  thousand  policies  the  first  year  without 
the  so-called  impairment  of  reserve,  and  should  they  be  so  unfortunate  as 
to  take  five  thousand  one  hundred  policies  they  would  trench  upon  their 
reserve,  and  are,  by  your  recommendation,  to  be  cut  off  from  doing  any 
more  business,  which  is  certainly  erroneous  and  a  g^oss  injustice.  For 
if  that  showing  be  correct,  the  more  business  a  company  does,  the  worse 
they  are  off.  Now  the  great  wrong  of  net  valuations  comes  from  the 
fact  that  they  assume  that  the  companies  receive  on  the  first  year  of  the 
policy  the  whole  of  the  net  premium,  and  that  they  will  on  the  first  year 
improve  the  same  at  4^  per  cent  interest,  and  you  also  assume  that  the 
cost  of  getting  that  policy  is  only  the  loading,  which  is  incorrect  The 
amount  expended  is  considerably  more  on  the  first  year  than  that  sum, 
and  you  further  assume  that  it  is  going  to  cost  tl^  whole  amount  of 
loading  for  every  year  thereafter,  and  that  no  more  than  the  net  premium 
shall  be  received  in  any  subsequent  year,  which  is  also  equally  fallacious, 
and  hence  I  assert  that  no  valuation  can  be  made  to  test  the  solvency  of 
a  life  insurance  company  that  does  not  take  into  consideration  the  preaent 
value  of  the  actual  premium  to  be  received  on  the  policy,  deducting  from 
that  amount  the  present  value  of  collecting  the  same,  the  balance  must 
be  an  asset  of  the  very  best  description  against  the  liability  on  that  par- 
ticular policy. 

Equally  erroneous  is  the  position  that  ''policies  not  taken,"  ''unpaid 
premiums,"  and  "  deferred  premiums''  are  to  be  excluded  from  the 
account  unless  the  corresponding  liability  is  also  excluded.  Does  it  not 
appear  very  strange  that  you  should  charge  a  conipany  with  all  the 
policies  as  her  liability  and  then  refuse  her  credit  for  what  those  policies 
may  owe  her?  If  it  be  part  of  a  contract  that  a  company  shall  pay  to  a 
policyholder  the  amount  of  his  policy,  it  certainly  is  equally  a  part  of  the 
contract  that  the  policyholder  shall  pay  to  the  company  what  he  may  owe 
upon  his  policy.  If  you  make  the  debit,  you  surely  must  allow  the  credit, 
and  certainly  no  reason  can  be  shown  to  the  contrary.  I  will  admit  that 
if  you  make  a  gross  valuation  that  you  can  throw  those  items  out  of  the 
assets,  but  as  long  as  you  hold  to  a  net  valuation  they  must  be  allowed 
as  the  very  best,  as  against  the  liabilities. 

You  will,  doubtless,  now  ask.  How  will  you  value  a  stock  company? 
Precisely  the  same  as  a  mutual  company,  viz.,  on  the  actual  premiums 
received.  For  if  you  do  it  on  any  other  principle,  you  will  make  the 
company  appear  to  be  in  much  better  condition  as  it  grows  older  than  it 
really  is,  because  you  will  assume  that  they  will  receive,  certain,  $21.50 
for  the  first  year  and  every  year  thereafter  during  the  continuance  of  the 
policy,  while  the  facts  are  that  they  will  not  receive  more  than  half  that 
sum  for  the  first  year,  and  for  the  second  and  subsequent  years,  instead 
of  receiving  more  than  that  sum,  viz.,  $21.30,  they  will  not  receive, 
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probablj,  more  than  about  $19.80,  after  deducting  the  same  percentage 
for  future  expenses  as  I  have  already  done  in  a  mutual  companj. 

From  these  facts  it  is  evident  that  if  jrou  make  an  arbitrary  assumption, 
which  is  more  or  less  than  the  actual  premium,  you  cannot  arrive  at  the 
truth.  Consequently,  a  net  valuation  is  not  a  test  of  solvency,  and  can 
only  be  on  the  following  conditions:  Firbt,  expenses  must  be  no  more 
nor  less  for  the  first  and  every  year  thereafter  than  the  loading;  Secondly, 
the  same  net  premium  must  be  received  by  both  classes  of  companies,  no 
more  and  no  less,  both  of  which  facts  must  exist. 

And  now  comes  the  real  issue.  Is  it  the  function  of  the  government 
to  regulate  the  price  of  insurance  and  say  a  man  must  buy  his  insurance 
at  four  and  a  half  or  six  per  cent  interest,  or  is  it  not  their  duty  to  see 
that  a  true  standard  of  valuation  shall  be  made  on  the  assumption  on 
which  the  policyholder  has  bought  his  insurance,  and  to  compel  all 
companies  to  have  assets  together  with  the  capital  and  future  premiums 
to  be  received,  after  deducting  average  amount  for  expenses,  that  shall 
at  all  times  be  enough  to  fulfill  the  contracts  they  have  made  with  their 
policy  holders.  Living  up  to  this  they  are  solvent,  and  are  just  as  worthy 
of  confidence,  and  probably  much  more  so  than  purelv  mutual  companies 
for  the  reason  that  the  pocket  interest  of  stockholders  is  the  very  best 
guarantee  of  correct  management.  For  in  a  purely  mutual  company  the 
officers  control  the  management,  and  hence  the  amounts  generally  paid 
to  stockholders  for  their  conservative  influence  is  much  less  than  is 
usuallv  expended  in  a  purely  mutual  company.  In  the  report  of  the 
Hon.  William  Barnes,  superintendent  of  insurance,  for  1S68,  are  the  fol- 
lowing words  :  '*  It  does  not  always  follow,  as  it  is  sometimes  supposed, 
that  a  purely  mutual  company  is  the  most  profitable  one  to  the  insured. 
Mixed  companies,  or  those  purely  mutual  may,  by  superior  skill  and 
other  advantages,  actually  make  the  largest  dividends  of  surplus  profits 
to  policyholders." — Page  xc.  Report  1867. 

Now  I  come  to  the  real  question.  Can  there  be  such  a  thing  as  impair- 
ment when  the  total  assets,  capital  included,  are  more  than  the  liabilities? 
Certainly  not,  for  the  capital  cannot  be  both  an  asset  and  a  liability.  As 
regards  the  policy  holder,  it  must  be  an  asset,  and  as  the  indebtedness  is 
only  to  the  policy  holders,  why  charge  it  as  a  liability?  And  here  I  would 
ask,  was  it  not  subscribed  for  the  especial  purpose  of  risk,  and  for  addi- 
tional security  to  the  policy  holders?  And  should  the  company  ever  get 
into  a  position  where  its  assets,  including  capital,  are  not  enough  to 
re-insure  its  risks,  will  any  of  it  ever  return  to  the  stockholders  until 
every  policy  holder's  claim  is  satified?  Certainly  not.  Much  has  been 
said  about  gross  valuations,  because  a  few  English  companies  anticipated 
their  loading,  and  counted  the  whole  of  its  present  value  as  present  assets, 
neglecting  to  deduct  the  vaiue  of  future  cost  of  collections.  This  of 
course  brought  them  to  ruin,  but  had  they  been  compelled  to  publish 
annual  statements,  then  their  erroneous  statements  would  have  soon 
been  detected  by  rival  companies,  before  the  policyholder  could  have 
lost  anything. 

In  support  of  my  position,  I  quote  the  following  letter  from  the  Hon. 
Elizur  Wright. 

What  is  an  Impaired  Capital  f 

Dear  Sir  :  The  notion  that  when  the  premium  reserve  of  a  -^oung  life 
insurance  company  is  less  than  the  net  value  of  its  policies,  Jotormined 
by  any  safe  rule  of  reserve,  there  is  an  **  impairment  of  capitvil  *'  ,;o  the 
extent  of  the  difference,  is  not  a  Boston  nor  a  Massachusetts  notion.  If 
it  exists  here  i  t  must  have  been  borrowed  from  Albany  or  the  State  of 
New  York.  That  it  did  not  originate  here,  you  may  see  by  consulting 
the  Massachusetts  insurance  reports,  especially  the  eighth,  for  1863 
(reprint  pages  178  and  180).    And  that  it  receives  no  legal  countenance 
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here,  you  may  »ee  by  consulting  chapter  148  of  the  acts  of  1863.  That 
statute  does  not  withdraw  the  license  from  any  company  so  lone^  as  its 
assets,  including  tk9 paid-uf  captiaU  equal  the  liabilities,  including  the 
net  value  of  all  the  policies,  but,  of  course,  excluding  from  the  liabilities 
the  capital  stock.  Its  theory  obviously  is  that  the  «««,  or  chief  ube,  of 
the  capital  is  to  construct  the  company ;  and  provided  no  more  than  the 
whole  of  it,  plus  the  margins  of  the  premiums  actually  paid,  is  so  used, 
the  company  is  all  right,  or  there  is  no  reason  to  doubt  that  it  will  be  able 
to  fulfil  its  contracts.  Massachusetts  no  more  thinks  a  life  insunince 
company's  capital  impaired  because  it  has  been  expended  in>preparation8 
to  insure  livcR,  than  a  railroad  company's  because  it  has  been  expended 
in  preparing  to  transport  freight  and  passengers.  The  only  question  in 
regard  to  either  company  is:  Are  its  practices  honest  and  its  means 
safe  ? 

Yet  it  seems  to  be  a  common  assumption,  especially  in  interested 
quarters,  that  the  establishment  of  a  life  insurance  company,  one  of  the 
grandest  and  most  beneficent  institutions  of  modern  civilization,  needs 
cost  nothing  at  all,  or  at  most  only  the  margins  of  the  premiums  received 
for  one  or  two  years.  In  other  words,  it  is  assumed  that  it  ought  to  g^ow, 
if  it  has  a  right  to  grow  at  all,  spontaneously,  by  casting  on  the  wind  a 
microscopic  seed  fecundated  by  a  particle  of  legislative  pollen.  Nothing 
of  this  sort  ever  happened,  or  by  any  possibility  can  happen,  in  regard  to 
this  or  any  other  sort  of  insurance.  In  all  of  them  every  beneficiary  has 
not  only  to  pay  his  share  of  the  distributed  indemnities  in  proportion  to 
his  own  risk  of  having  to  be  indemnified,  but  over  and  above  that  a  con- 
siderpble  sum  (in  fire  and  marine  insurance  usually  as  much  more) 
either  directly  or  by  means  of  borrowed  capital,  to  get  up  or  keep  up  that 
extensive  organization  by  means  of  which  only  can  the  payment  of  in- 
demnities when  required  be  with  any  certainty  accomplished.  There 
may  have  existed  organizations  in  which,  by  giving  greater  latitude  to  the 
decisisions  of  chance  than  are  necessary  to  obtain  the  most  equitable 
results,  the  expenses  of  construction  and  working  have  been  thrown  upon 
one  class  of  policyholders  to  the  exemption  of  another.  But  it  is  a 
necessity  of  human  nature  that  such  expenses  must  exist,  and  the  honesty 
of  any  one  who  denies  them  in  regard  to  the  past,  or  promises  to  go  on 
without  them  in  the  future,  may  well  be  questioned. 

Heavy  construction  expenses  are  not  peculiar  *to  new  companies.  So 
important  do  some  of  the  oldest  deem  it  to  enlarge  their  business  that 
they  offer  higher  ^'  first  commissions  "  than  the  new  companies  dare  to ; 
thus,  in  fact,  in  some  instances,  annihilating  the  argument  of  economy  in 
their  own  favor.  Yet  this  expenditure,  however  extravagant,  does  not  act 
in  their  case  as  in  that  of  a  new  company,  not  only  because  an  organiza- 
tion must  necessarily  be  created  before  it  can  act,  but  because  a  ne^iv 
company's  commission  are  all ^r5/,  while  those  of  an  old  one  are  only 
partially  so.  What  proportion  of  the  capital  will  have  to  be  expended  in 
construction  will  depend  largely  on  the  magnitude  of  the  margins  of  the 
premiums.  If  the  premiums  are  low  the  less  can  be  taken  from  iheim  for 
expenses,  and  the  sum  will  be  required  of  the  capital.  Low  premiums  at 
the  outset  unquestionably  work  against  rather  than  in  favor  of  the  growth 
of  a  company.  After  it  has  well  grown  it  is  otherwise.  The  question  per- 
tinent then,  is,  after  you  know  how  much  capital  you  have  expended, 
how  much  company  have  you  got  for  it?  The  question  of  the  impair- 
ment of  capital  is  one  which  cannot  be  settled  by  a  net  valuation,  and  a 
government  cannot  conveniently  make  any  other.  But  so  long  as  the 
premiums  charged  by  a  company  have  any  margin  at  all  above  the  net 
premiums  assumed  to  be  safe  by  the  government,  it  can  by  a  net  valua- 
tion accomplish  its  object  of  barring  out  the  fraud  peculiar  to  life 
insurance,  requiring  every  company  to  maintain  a  certain  fund  out  of  the 
premiums  already  paid  without  at  ail  anticipating  those  that  are  yet  to  be 
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paid.  This  it  can  do  and  must  do  if  new  companies  for  the  public  benefit 
are  to  be  created  at  all,  without  prohibiting  capitalists  from  investing 
their  capital  in  the  margins  of  future  premiums,  or  in  future  excesses  of 
interests  or  vitality  over  those  assumed  by  the  government.  When  no 
such  margins  exist,  such  a  prohibition  might  be  necessary,  perhaps,  if  it 
were  the  object  of  the  government  to  secure  the  perpetuity  of  companies 
in  spite  of  any  future  depression  of  the  rate  of  interest,  but  it  may  well  be 
contented  with  a  plan  of  supervision  which  stops  short  of  this  and  yet 
secures  to  every  policyholder,  in  the  event  of  the  company's  failure,  all 
he  has  paid  for  future  insurance,  leaving  the  stockholders  to  look  out  for 
themselves,  as  all  stockholders  must. 

Low  as  the  premiums  charged  by  youi*  company  are,  equivalent  on 
most  of  your  business  to  a  dividend  of  fifteen  per  cent  paid  in  advance, 
with  a  guarantee  of  the  same  for  the  future,  Isee  no  reason  to  believe 
that  any  investigation  on  the  safest  assumptions  for  the  future  would 
show  an  impairment  of  capital  or  anything  to  justify  a  policyholder  in 
retiring  from  the  company.  Quite  the  reverse.  The  basis  obtained 
should  put  the  stock  at  a  premium  and  the  policyholders  in  a  state  of 
satisfaction  with  insurance  at  low  premiums. 

To  illustrate:  Suppose  it  has  cost  a  company  $50,000  out  of  its  capital 
to  acquire  twenty^five  hundred  policies  on  lives  at  forty,  insuring  $2,000 
each,  and  paying$C5.40  per  annum  (instead  of  $62.60}*  Here  is  an  annual 
income  secured  of  $110,800,  which,  with  interest  at  only  four  per  cent 
and  the  mortality  as  great  as  that  of  the  Actuaries'  table,  will  pay  all  the 
losses,  ten  per  cent  for  working  expenses,  keep  up  a  Massachusetts 
reserve,  and  leave  $5,000  as  surplus.  This  minimum  annual  surplus 
valued  on  a  life  aged  forty-one  has  a  present  value  equal  to  $59,000 
invested  at  seven  per  cent,  or  $79,302  invested  at  four  per  cent.  But  this 
nocleus  once  established,  growth  upon  it  becomes  a  certainty,  which  only 
the  grossest  mismanagement  can  check. 

Very  truly  yours, 

Elizur  Wright. 

The  substitute  for  the  gentleman  from  Illinois  said  that  while  the 
expenses  of  the  companies  had  almost  doubled,  that  their  resources  had  de- 
creased. This  hesaidwithoutgivingareason  therefor,  and  false  conclusions 
might  be  drawn  from  what  he  said.  I,  therefore,  explain  that  the  cause 
of  the  great  increase  of  expenses  is  to  be  found  in  the  immense  increase  of 
new  business,  on  which  the  cost  of  getting  the  policy  falls,  and  that 
the  decrease  of  the  reserve  is  to  be  accounted  for  by  the  business  chang- 
ing from  life  to  endowment,  term  payment  life  and  the  dividing  of  the 
surplus  annually,  instead  of  as  previously  done  once  in  five  years.  The 
percentage  of  reserve  required  being  much  larger  on  endowment  and 
term  payment  life  than  on  the  ordinary  life  plan. 

I  desire  to  call  the  attention  of  the  convention  to  payment  of  dividends, 
and  I  urge  that  no  dividends  should  be  allowed  to  be  paid  except  at  pay- 
ment of  the  policy,  or  af\er  the  premium  together  with  the  net  earnings 
shall  amount  to  the  sum  insured,  as  otherwise  the  older  purely  mutual 
companies  will  spend  money  that  properly  belong  to  their  old  policy- 
holders in  procuring  new  ones,  and  in  giving  them  dividends  they  have 
not  earned,  which  in  my  opinion  should  at  once  be  stopped. 

The  theory  expressed  in  your  report  on  surrender  values  is  fraught 
with  danger,  for  the  following  reasons,  viz. : 

Firsi—The  well  members  would  retire  on  unfounded  reports,  and 
leave  those  behind  who  had  become  impaired. 

Secondly — ^A  false  report  would  cause  a  run  to  be  made  on  a  life  insur- 
mce  company^  that  was  perfectly  solvent,  and  compel  it  to  sacrifice 
secnn'ties  to  meet  the  same,  on  the  same  principle  as  a  savings  bank. 
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Thirdly — ^Net  values  cannot  determine  the  surrender  value  of  the 
policy  without  taking  into  account  the  cost  of  getting  the  same. 

Now  comes  the  question.  Should  the  state  fix  the  surrender  value  of 
the  policy?  I  answer  most  decidedly,  yes ;  and  would  throw  out  the 
following  suggestions  on  that  subject:  i.  That  a  member  be  allowed  to 
withdraw  upon  finding  another  member  equally  as  sound  as  himself, 
and  for  the  same  amount  of  insurance,  or  upon  withdrawing  he  should, 
however,  pay  his  share  of  the  expenses  while  a  member,  and  pay  for  the 
risk  the  company  had  run,  and  also  pay  a  surrender  charge  equal  to  the 
cost  of  getting  another  new  member  to  take  his  place  If  he  is  allowed 
to  retire  on  any  other  terms  than  this,  and  carry  the  net  premium  on  his 
particular  policy  with  him,  it  will  most  certainly  injure  the  company 
and  destroy  the  very  foundations  on  which  the  business  is  based. 

From  what  has  already  been  proven,  I  think  that  no  question  can  be 
entertained  but  that  a  valuation  on  the  actual  or  gross  premium  is  the 
only  test  of  solvency,  deducting  however  the  average  expenses  of  the 
business.  But  as  this  is  difficult  to  make,  I  would  recommend  that  a  net 
valuation  on  four  per  cent  interest  be  made  the  basis  of  state  supervision 
on  either  the  Actuaries'  or  American  Experience  table,  with  this  variation, 
that  in  the  case  of  all  companies  that  show  an  impairment  of  capital  and 
are  known  to  be  solvent  and  of  correct  management,  a  gross  valua- 
tion should  he  made  on  the  actual  premium  to  be  received,  deductings 
therefrom  fifteen  per  cent  for  expenses,  which  is  doubtless  above  the  real 
cost,  until  they  can  recover  from  said  impairment. 

Stock  companies  should  not  be  allowed  to  make  a  dividend  to  their 
stockholders  above  seven  per  cent  on  their  capital  stock  until  their  assets, 
including  capital,  surplus,  and  the  actual  premium  to  be  received,  after 
deducting  expenses,  shall  make  a  four  per  cent  net  reserve. 

The  Hon.  Elizur  Wrii^ht  said  that  the  members  of  a  mutual  company 
if  they  knew  their  own  interest,  would,  to  a  man,  vote  for  a  four 
per  cent,  or  even  three  per  cent  reserve.  This  doubtless  is  true,  provided 
however  that  each  policyholder  gets  his  exact  share  of  the  profits,  which 
is  not  the  fact,  for  it  is  well  known  to  those  in  the  business  that  old 
mutual  companies  are  tempted  to  use  a  good  portion  of  moneys  that 
actually  belongs  to  their  old  members,  and  use  it  to  pay  large  brokerage 
commissions,  to  get  new  business,  and  pay  dividends  to  new  members  that 
they  have  not  earned ;  and  on  that  account  I  wojuld  recommend  to  your 
law  committee  that  they  frame  the  new  law  so  that  the  old  member  is 
protected.  To  this  end  I  would  suggest  that  no  dividend  be  made  pay- 
able until  the  member's  own  money,  with  its  share  of  the  net  earnings 
of  the  company,  shall  amount  to  the  sum  insured.  And  I  would  go 
further,  and  make  the  policy  payable  when  the  amount  of  his  money- 
shall  equal  the  sum  insured.  If  the  member  becomes  embarrassed,  he 
should  be  allowed  to  borrow  on  his  policy  at  seven  per  cent  interest  a 
sum  not  exceeding  fifty  per  cent  of  the  net  value  of  the  same  for  the 
purpose  of  paying  his  premium,  and  for  no  other  purpose.  And  in  case 
he  neglects  to  pav  his  premium,  afler  he  has  paid  three  annual  premiums, 
his  policy  should  be  kept  in  force  for  an  equal  number  of  years  thereafter 
as  if  he  had  paid  annual  premiums,  allowing  the  company,  in  case  of  death, 
to  deduct  the  forborne  premiums  and  interest.  My  reason  for  advocating 
this  principle  is,  that  many  policies  are  allowed  to  lapse  by  either  the 
sickness  or  the  absence  from  home  of  the  policyholder.  The  practice  of 
lapse  and  fo^-feiting  the  member's  money  is  all  wrong,  and  should  at 
once  be  stopped,  for  the  reason  that  our  mothers,  wives  and  children, 
whose  interest  we  seek  to  protect,  are  often  robbed  by  this  lapsing  of  the 
policy,  because  of  the  sickness  or  absence  from  home  of  the  father  or 
brother.  In  reply  to  what  Mr.  Goodsell  said  on  large  expenses  and  large 
amounts  in  the  hands  of  agents,  I  would  say  that  large  expenses  come 
from  large  new  business  before  the  company  has  acquired  but  a  small 
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renewal  business,  and  that  large  amounts  in  the  hands  of  agents  comes 
from  the  fact,  that  several  new  companies  give  thirty  days'  grace,  hence 
the  companies  that  do  that,  and  thus  treat  their  members  with  liberalitj, 
must  show  a  much  larger  percentage  in  the  hands  of  agents,  than  those 
who  lapse  the  policy  at  once  if  not  paid  on  the  day  it  falls  due.  The 
Sreat conflagration  of  Chicago,  Wisconsin  and  Michigan,  prove  con- 
clusively to  my  mind,  that  life  insurance  companies  shoula  not  make 
all  their  investments  in  one  city,  or  even  in  one  state,  and  further, 
that  a  large  proportion  of  their  assets  should  be  in  United  States  bonds, 
and  that  there  should  be  free  trade  in  insurance,  and  that  our  risks  should 
be  scattered;  and  I  would  recommend  that  on  that  account  all  companies 
should  be  compelled  to  create  a  surplus  over  and  above  the  net  reserve, 
to  meet  in  the  future  any  calamity  that  might  happen.  We  have  had 
great  fires  which  have  bankrupted  some  of  our  best  companies,  and  we 
majin  the  future  have  the  plague,  cholera  or  yellow  fever,  and  our 
safety  is  in  creating  a  surplus  over  and  above  the  reserve  and  holding  on 
to  the  same,  for  the  purpose  of  meeting  any  and  every  emergency  that 
might  come  to  pass.  Large  surplusses  alone  saved  our  fire  companies 
from  bankruptcy,  and  the  time  may  soon  come,  when  the  same  test  will 
be  applied  to  our  life  insurance  companies,  hence  I  hold  that  the  policy- 
holder wants  security  and  reliability  more  than  dividends. 

Mr.  Finch,  of  North  Cardtina :  I  have  the  oleasure  of  introducing  to 
you  Mr.  W.  P.  Stewart,  of  New  York. 

Remarks  op  W.  P.  Stewart. 

Mr.  President :  I  hardly  know  what  I  should  say  on  this  subject.  In 
view  of  all  that  has  been  said,  it  seems  to  me  that  the  ground  has  been 
Terj  thoroughly  and  very  effectually  covered.  But  as  the  gentleman 
from  North  Carolina  has  very  courteously  and  kindly  invited  me  to  take 
the  floor,  I  esteem  it  a  great  privilege,  and  shall  take  pleasure  in  recording 
Tnj  opinion  upon  the  subject.  I  understood,  however,  Mr.  Fackler  to 
say  last  Friday  or  Saturday,  that  Mr.  Sheppard  Homans  had  something 
to  say  upon  this  subject,  and  would  like  an  occasion  to  do  so;  and  I  feel 
that  it  would  be  more  profitable  to  the  gentleman  from  North  Carolina, 
and  more  becoming  in  me  to  give  way  to  Mr.  Homans. 

But  as  was  stated  some  time  since  by  the  Hon.  Mr.  Miller,  it  seems  to 
me  that  the  whole  drift  of  the  late  remarks  has  been  in  favor  of  a  low 
reserre;  and,  if  I  had  been  called  upon  to  speak  earlier,  I  should  have, 
perhaps,  addressed  the  convention  at  some  length  upon  this  head.  But 
it  seems  to  be  a  foregone  conclusion  that  a  four  and  a  half  rate  is 
absolutely  safe.  I  had  understood,  or  had  received  the  impression  in 
someway,  that  the  object  of  the  present  discussion  was  to  determine 
what  was  a  safe  rate  of  interest  to  assume  in  valuing  a  company's  liabili- 
ties. Now,  gentlemen,  I  maintain  that  when  vou  go  beyond  that,  and 
undertake  to  involve  in  the  discussion  the  relative  rights  of  the  policy- 
holders and  the  company,  you  are  extending  the  question  far  into 
subtleties  that  it  will  be  impossible  to  arrive  at  a  just  conclusion.  As  I 
understood  it,  the  question  here  was  as  to  the  effect  upon  the  company 
«f  a  company;  and  in  valuing  a  company's  liabilities,  it  seems  to  me 
that  jou  must  value  the  company  as  a  company.  But  Professor  Wright 
said  the  other  day  since,  that  if  the  policyholaers  could  be  heard  upon 
this  subject,  and  were  allowed  to  vote,  tney  would  unanimously  vote 
in  favor  of  a  high  reserve,  because  of  its  favoring  the  older  policyholders, 
2nd,  as  I  understood  him — though  I  may  not  have  understood  him 
correctly — and  somewhat  lessen  their  burdens  on  the  tontine  principle. 
I  think,  however,  in  regard  to  the  question  of  the  table  of  mortalities, 
that  the  testimony  has  been  very  nearly,  if  not  quite,  as  unanimous  on 
that  Your  eminent  authorities  have  told  you  that  there  was  little  or  no 
difference  between  the  American  table  and  the  Actuaries*  table.    I  know 
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that  the  substitution  of  a  different  table  of  mortality,  different  rate,  saj  a. 
lower  rate  of  interest,  would  occasion  a  deal  of  disturbance  among  mutual 
life  officers.  I  think  it  would  endanger  their  business  very  materially, 
depriving  them  of  the  immediate  means  of  declaring  dividends — that 
being  most  material  to  a  company's  stability  or  merit  But  my  own 
experience  is,  that  actual  experience  will  favor  more  the  American  table 
than  the  other,  and  will  substantially  prove  that  among  the  younger 
ages  and  older  ages,  the  death  rate  will  approximate  to  the  American 
table.  Mr.  Clarke,  I  believe,  a  short  time  since  alluded  to  the  fact  that 
during  the  year  1870  there  was  an  excessive  mortality.  He  did  not 
undertake  to  say  what  relation  the  actual  mortality  bore'  to  the  assumed 
for  the  year,  but  he  left  the  impression  that  there  was  an  excessive  mor- 
tality, and  that  in  some  way  that  excessive  mortality  militates  aeainst 
the  value  of  the  American  table,  inasmuch  as  that  had  not  covered  very 
many  years  and  was  confined  to  the  experience  of  a  single  company.  My 
attention  has  been  directed  to  this  question  of  mortality,  and  I  have 
made  some  estimate  of  the  mortality  for  the  year  1870,  and  the  results  of 
my  own  calculations  are,  that  the  excessive  mortality  of  1870  is  due  to  the 
mortality  among  that  class  of  policyholders  who  carry  large  risks.  In 
the  company  with  which  I  am  connected,  the  actual  death  rate  was  some- 
what less  than  the  assumed  death  rate,  while  the  amounts  upon  lives 
were  much  in  excess  of  the  average  policy.  Mr.  Clarke  stated  to  us  that 
there  were  6,000  deaths  and  that  there  were  $30,000,000  of  death  losses 
upon  those  6,000  policies.  Now  that  would  show  that  the  average  loss 
upon  each  policy  was  about  three  thousand  six  or  seven  hundred  dq^lars. 
The  average  policy  carried  by  the  companies,  as  I  understand  it,  or  as  I 
have  seen  it  put  very  often,  is  about  twenty-five  hundred  dollars. 
It  would  follow,  then,  from  Mr.  Clarke's  own  estimate  or  figures,  that 
the  average  death  rate  or  average  policy  loss  by  death  last  year 
was  much  in  excess  of  the  average  policy  carried  by  the  company; 
and  it  seems  to  me  that  it  would  indicate  the  mortality  was  upon 
that  class  of  lives.  In  the  case  of  the  tabular  assumption,  if  that^was 
true,  perhaps  it  would  be  well  for  the  convention  to  take  that  ques- 
tion under  consideration,  and  make  inquiry  as  to  whether  there  should 
be  a  limit  upon  the  insurance  carried  upon  a  single  life.  I  think, 
myself,  there  should  be.  I  think  no  company  in  the  country  to-day  can 
safely  insure  $50,000  upon  a  single  life,  and  I  would  emphatically  advise 
that  $10,000  should  be  the  limit. 

But,  in  regard  to  the  question  of  interest  and  the  table  of  mortality,  as 
an  actuary  I  would  be  emphatically  in  favor  of  the  American  table  of 
mortality,  not  only  from  patriotic  motives,  not  only  from  a  disposition  to 
recognize  the  labors  of  our  actuaries,  but  because  I  believe  it,  on  the 
whole,  to  be  as  serviceable,  as  valuable,  and  as  well  suited  to  our 
purposes  as  any  other.  This  question  of  not  having  enough  experience 
to  make  it  a  permanent  table,  it  seems  to  me  is  not  pertinent.  We  want 
now  an  experimental  table,  and  this,  it  seems  to  me,  would  serve  as  well 
as  any  other.  We  want  a  table  to  go  on  from  the  present,  and,  if  in 
future  years  we  can  construct  one  more  near  the  truth  than  that,  why,  I 
don't  see  but  we  shall  be  at  liberty  to  accept  it.  And  as  to  the  rate  of 
interest,  I  think  that  four-and-a-half  is  absolutely  safe,  and  even  a  higher 
rate.  As  connected  with  the  Mutual  Life  office,  four  or  four-and-a-half 
per  cent  would,  perhaps,  be  right  for  them,  but  I  am  constrained  as  an 
actuary  to  say,  in  this  discussion,  that  I  consider  a  higher  rate  of  interest 
than  four-and-a-half  per  cent  to  be  absolutely  safe. 

With  these  remarks,  Mr.  President,  I  will  retire,  asking  Mr.  Homans 
to  take  my  nJarp  anH  fin  out  the  rest  of  th*  t'jnc  .^liowed  to  the  gentleman 
from  North  Carolina,  as  I  understood  that  that  would  be  agreeable  to 
him. 
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Mr.  Clarkb,  of  Massachusetts  :  I  rise  to  make  a  single  correction  in 
the  statement  that  I  made  touching  the  mortality  of  1870.  It  had  no 
reference  whatever  to  the  American  Experience  Table — so  called.  I 
distinctly  avowed,  in  the  commencement  of  my  remarks,  no  design  to 
cast  a  single  imputation  upon  that  table  or  upon  its  eminent  author.  I 
only  quoted  the  mortality  record  of  1870  as  one  of  the  reasons  for  an 
effort  to  secure  the  experiences  of  all  American  companies  in  the 
preparation  of  a  permanent  table  of  mortality.  And  now  I  will  say  in  a 
word,  that  my  great  objection  to  the  adoption,  as  a  permanent  standard 
of  the  present  American  table,  is  the  fact  that  it  covers  but  twenty  years 
of  the  experience  of  but  a  single  company;  and  what  we  want  is  a 
standard  to  be  eliminated  from  the  experiences  of  all  our  American 
companiea,  which,  of  course,  will  be  a  work  of  years.  But  we  want  a 
table  of  mortality  which  will  be  acceptable  to  the  companies  in  all  the 
states — not  a  table  in  regard  to  which  any  insurance  man,  official  or 
otherwise,  can  claim  a  mere  locality.  We  want  a  general  table,  and  one 
that  18  American  in  the  best  sense  of  the  term.  I  therefore  again  disclaim 
any  intention  in  questioning  the  figures,  which  I  did,  of  making  any 
application  to  the  present  American  table. 

Mr.  Smith,  of  Kentucky :  I  rise  to  ask  the  convention  now  to  invite 
Mr.  Homans  to  address  them  upon  any  subject  pertaining  to  this  report 
of  the  committee,  and  that  it  be  without  any  special  limit  of  time.  I 
know  how  embarrassing  it  would  be  to  one  who  understands  thoroughly 
the  whole  of  this  question  to  feel  that  he  will  be  obliged  to  close  within  a 
certain  number  of  minutes;  and  from  past  experience  I  am  satisfied  that 
Mr.  Homans  will  not  overtax  our  patience. 

Mr.  Miller,  of  New  York:  I  second  that  motion,  and  hope  it  will  be 
carried  without  dissent,  because  we  have  had  examples  of  Mr.  Homans' 
peculiar  brevity,  and  we  have  no  fear  that  he  will  weary  any  one.  But  I 
wish,  before  Mr.  Homans  takes  the  floor,  and  before  this  question  is  put, 
to  be  allowed  to  ask  Mr.  Clarke  one  question,  as  I  fear  I  may  not  have 
another  opportunity;  that  is,  whether  Mr.  Clarke  agrees  with  the 
assertion  of  several  gentlemen  here,  that  there  is  no  material  variation — 
no  such  variation  as  would  give  rise  to  any  apprehension  arising  from 
the  difference  between  the  American  and  the  Actuaries*  table  ? 

Mr.  Clarkb,  I  would  state,  Mr.  President,  that  I  hardly  consider  it  a 
fair  question;  I  have  not  signified  that  idea,  and  I  have  all  the  way 
through  expressed  the  opinion  to  which  I  have  just  given  utterance,  and 
that  only.  And  now  let  me  say,  in  connection  with  this  interrogatory, 
that,  if  I  understand  my  friend  from  New  York,  companies  are  permitted 
to  do  business  in  Massachusetts  who  are  impaired,  even  under  the 
American  Experience  table  at  four  and  a  half  per  cent.  Did  I  so  under- 
stand you  ? 

Mr.  Miller  :  That  was  the  impression  I  had. 

Mr.  Clarke  :  I  say,  in  reply  to  that,  that  not  a  company  is  doing 
business  in  Massachusetts  that  is  impaired  under  the  four  per  cent  rate 
and  the  Actuaries'  and  Combined  tables ;  I  mean  impaired  under  the 
Isws  of  Massachusetts.  I  make  that  broad  statement  in  answer  to  the 
irords  of  our  friend  from  New  York. 

Mr.  Miller  :  I  was  quoting  from  Mr.  Clarke.  I  understood  Mr.  Clarke 
to  say  in  his  first  remarks  that  an  impairment  exceeding  two  millions  of 
dollars  existed — so-called  '*  impairment.*'  He  did  not  use  the  term,  of 
course,  according  to  the  laws  of  Massacuusetts,  but  the  general,  common 
impression,  that  an  '*  impairment,"  so-called,  of  capital  existed  of  over 
two  millions  of  dollars  in  the  companies  doing  business  in  the  state  of 
Massachusetts.  Perhaps  I  was  mistaken  in  my  understanding  of  the 
remarks. 

Mr.  Clarke:  I  said  impairment  did  exist,  growing  partly  out  of 
financial  results    and   mainly  from  the  clerical  negligence  of  the  com- 


I02 

panics  in  making  returns.  The  statement  which  I  have  last  made  applies 
to  the  present,  and  I  repeat  it  that  not  a  company  is  doing  business  in 
Massachusetts  that  is  now  impaired  under  the  four  per  cent  standard. 
Every  item  of  impairment  has  been  generally  made  up,  and  every  com- 
pany has  a  fair  surplus  over  and  above  all  its  liabilities ;  for  otherwise  it 
would  cease  to  do  business  in  my  state. 

The  motion  of  Mr.  Smith  inviting  Mr.  Homans  to  address  the 
convention  was  then  put  and  carried  unanimously. 

Remarks  of  Mr.  Shbppard  Homans. 

Mr.  President  and  gentlemen  of  the  convention :  I  appreciate  highly 
the  compliment  that  you  have  paid  me  in  asking  me  to  give  any  remark& 
before  you ;  but  I  approach  the  subject  with  a  great  deal  of  diffidence, 
in  fact,  a  great  deal  of  reluctance,  especially  in  regard  to  the  American 
Experience  Table  of  Mortality.  From  my  connection  with  it  I  feel  a 
repugnance  to  speaking  in  respect  to  it.  However  as  we  all  should  hold 
ourselves  ready  to  give  a  reason  for  the  faith  that  is  in  us,  I  feel  it  my 
duty  to  say  at  this  time  what  the  American  Experience  Table  is,  and  to 
^ive  a  short  history  and  description  of  it.  That  table  was  constructed 
in  1859  from  the  experience  of  one  company — the  Mutual  Life.  It  was 
constructed  for  the  use  of  that  company  solely.  My  intention  was  not  to 
publish  it,  and  not  to  use  it  outside  of 'the  corporation.  In  the  year  1861 
I  was  sent  to  Europe  by  the  company  to  get  the  opinions  of  some  of  the 
more  eminent  actuaries  on  several  questions,  among  which  was  this  par- 
ticular table,  for  we  were  then  about  reconstructing  our  rates  of 
premium.  The  table  was  submitted  to  Mr.  Samuel  Brown,  who  has 
since  been  president  of  the  Institute  of  Actuaries,  and  to  Mr.  William 
Thomas  Thomson,  of  Edinburgh,  they  ^eing  regarded  the  most  compe- 
tent experts  upon  the  subject,  and  their  opinion  which  was  official,  and 
written  to  the  trustees  of  the  Mutual  Life,  and  published  by  them,  was 
commendatory  of  that  table.  They  spoke  highly  of  it  as  a  result  of  the 
experience  of  that  one  company.  Having  had  occasion  to  investigate 
the  experience  of  the  same  company,  year  by  year,  some  seven  or  eight 
yeais  afterwards,  I  constructed  a  second  table,  and  in  all  important 
respects  it  was  nearly  identical  with  the  first ;  showing  that  the  first  table 
was  a  true  index  of  the  experience  of  that  company.  In  the  meantime 
the  results  of  the  experience  of  the  Mutual  Benefit  of  New  Jersey  and 
the  New  York  Life  of  this  city  were  placed  in  my  hands,  and  they  sub- 
stantially agreed  with  the  results  of  the  experience  of  the  Mutual  Life. 

Since  that  time,  in  1869 — two  years  ago  —  I  brought  down  the 
experience  of  the  Mutual  Life  to  that  year,  which  embraced  a  period  of 
26  years ;  taking  out  the  recent  selections,  in  order  to  get  the  experience 
among  those  who  had  been  insured  a  sufficient  length  of  time  to  eliminate 
those  results,  and  the  results  were  almost  identical.  Those  results  were 
published  in  the  proceedings  of  the  Statistical  Congress,  at  the  Hague, 
for  which  body  these  figures  were  prepared,  and  they  are  accessible  to- 
Any  gentleman  who  wishes  to  examine  them.  I  was  very  careful  to 
investigate  Ithe  results  of  the  experience  with  reference  to  all  possible 
features,  not^onlyof  recent  selection,  but  any  geographical  classes,  at 
different  ages  ancf  in  respect  to  different  kinds  of  policies.  One  single 
incident  will  show  the  necessity  and  value  of  such  an  investigation. 
Prior  to  a  period,  say  about  14  or  15  years  ago,  it  was  the  practice  of  all 
companies,  if  an  applicant  was  not  quite  up  to  the  standard  of  health 
which  was  prescribed,  to  say  in  effect,  **  We  cannot  give  you  a  policy  for 
the  whole  of  fife,  but  we  will  give  you  a  short  term  policy,"  on  the 
supposition  that  he  would  be  good  for  five  or  seven  years.  One  of  the 
first  facts  of  experience  that  was  brought  out  in  the  Mutual  Life  was  to 
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show  the  absurdity  of  such  practice.  The  mortalitj  among  holders  of 
short-term  policies,  from  some  cause  or  other,  was  shown  to  be  about 
twice  as  great  as  that  amon^  holders  of  whole  life  policies.  And  subse- 
quent experience  and  investigation  has  shown  that  the  mortality  among 
holders  of  whole  life  policies  is  about  twice  as  great  as  that  among 
holders  of  endowment  policies  —  showing  the  wonderful  self-knowledge 
or  instinctive  selection  on  the  part  of  the  individual.  Since  that  time 
the  Mutual  Life  has  discontinued  the  issuing  of  term  policies,  and  I 
believe  but  very  few  companies  now  issue  them  at  all. 

I  have  always  regarded  the  name  of  this  table  as  slightly  inappropriate. 
It  is  not  of  my  own  selection.  I  had  never  given  the  table  a  name ;  and 
it  was  called  by  that  name  more  for  the  purpose  of  a  designation  at  the 
time  of  a  visit  that  I  made  with  my  friend,  Mr.  Barnes,  to  JSoston,  some 
four  or  Are  years  ago,  which  was  undertaken  at  the  request  of  our 
companies  here  for  the  purpose  of  securing  uniformity  in  the  basis  or 
standard  of  valuation.  In  that  discussion  with  Mr.  Sanford,  the  then 
commissioner,  the  various  tables  were  considered,  our  standard  in  New 
York  being  the  English  tsble  number  three,  and  five  per  cent  interest; 
their  table  at  that  time  being  the  Actuaries,  or  Combined  Experiehce 
Mortality^  and  four  per  cent  interest  And  with  a  view  of  making  their 
standard  uniform,  in  the  hope  that  Massachusetts  would  follow,  my 
table,  which  until  then  was  in  manuscript,  was  suggested,  and  met  the 
approval  of  the  gentlemen  who  were  there. 

I  cordially  agree  with  what  Mr.  Clarke  has  said  with  reference  to  the 
importance  of  confirming  or  refuting  the  result  of  that  table  by  continued 
experience.  The  results  of  the  experience  of  life  companies  are  their 
only  safe  rule  for  practice;  they  furnish  the  only  basis  that  we  can  go 
upon.  And,  moreover,  if  a  table  constructed  twenty-five  or  fifty  years 
ago  was  a  true  representation  of  the  mortality  at  that  time,  there  is  no 
certainty  that  it  will  be  for  the  future.  Our  t^pe  of  mortality  is  changing. 
The  mode  of  life  is  different  now  from  what  it  was  a  quarter  of  a  century 
ago.  The  difference  between  the  Actuaries  table  and  the  American 
Experience  table  is  chiefly  in  this  particular  aspect,  that  at  the  middle 
ages,  between  30  and  60,  the  American  Experience  table  called  for  a 
greater  degree  of  vitality.  That  peculiarity  is  confirmed  by  the 
experience  of  every  single  company  in  this  country  that  I  have  seen, 
and  of  course  by  the  combined  experience  shown  in  the  several  reports  of 
the  commissioner  in  Massachusetts.  There  is  every  reason  to  believe, 
upon  the  inductive  process  of  reasoning,  luch  will  be  the  case  in  this 
country*  It  was  a  saying  of  the  first  Napoleon  that  he  never  was  sick 
when  he  had  anything  to  do.  We  have  a  nervous  force  that  carries  us 
over  periods  when  other  persons  in  other  countries  might  succumb. 
And  even  in  our  own  country,  persons  accustomed  to  the  excitement  of 
city  life  will  often  be  able  to  tide  over  periods  that  men  enjoying  the 
more  tranquil  life  of  the  country  would  succumb  to.  And  that  is  a 
peculiarity  which  I  am  satisfied  pertains  to  American  assured  lives. 

The  experience  below  30  and  above  60  is  too  small  in  numbers  to  be  of 
any  value  either  in  t^iis  country  or  in  Europe,  and  the  Actuaries'  table  is 
a  hypothetical  table  above  the  age  of  perhaps  60  or  65 — purely  tentative. 

My  own  table  was  made  to  exhibit  the  larger  mortality  at  those  ages. 
I  was  governed  in  that  by  the  fact  that  the  statistics  show  that  at  the 
older  ages  the  mortality  is  greater  in  this  country  than  in  Europe.  And 
if  my  first  {assumption  is  correct,  that  we  have  greater  vitality  at  the 
middle  ages,  it  would  seem  to  indicate  that  by  using  up  the  vital  forces 
we  must  Took  for  greater  mortality  at  the  older  ages.  Consequently,  the 
American  Experience  table,  as  it  is  called,  was  made  to  place  the  limit 
of  life  at  05. 

There  is  one  other  point  of  difference  between  the  Actuaries'  and  the 
American  Experience,  and  that  is  that  the  American  Experience  was 
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based  strictly  on  lives  insured.  Alt  duplicate  and  triplicate  policies  were 
eliminated.  The  Actuaries'  table,  on  the  contrary,  was  based  upon 
policies  not  upon  lives,  A  man  might  have  been  insured  under  six 
different  policies  and  at  his  death  there  would  be  six  deaths.  This  is 
certainly  a  defect  in  that  table.  But,  practically,  as  has  been  stated  here 
by  experts,  and  as  to  which  I  believe  there  is  no  difference  of  opinion, 
the  two  tables  present  results  which  are  very  nearly  similar.  The  differ- 
ences are  trifling  and  not  worthy  of  consideration ;  and  I  for  one  would 
most  cheerfully  see  the  Actuaries*  table  adopted,  if  by  that  means  we 
could  secure  uniformity  in  the  states  and  unite  in  some  system  of 
valuation  which  would  meet  the  demands  and  approval  of  all  who  are 
interested — all  who  are  capable  of  forming  an  intelligent  opinion  as  to 
what  that  should  be.  And  I  hope  that  whichever  table  may  be  adopted, 
the  system  of  examining  carefully  the  experience  of  companies  year  by 
year  will  be  seen  and  appreciated.  This  convention  can  do  nothing  of 
more  service  at  this  time  than  securing  such  data  and  placing  it  in  the 
hands  of  competent  men  to  deduce  not  only  an  American  Experiencre 
table,  but  to  see  that  it  is  corrected,  verified  or  refuted,  each  year  as  we 
go  on.     It  is  well  worth  all  the  labor  and  all  the  cost. 

In  regard  to  the  rate  of  interest  I  am  not  prepared  to  make  any  recom- 
mendation.    At  the   same  time   my  own  views    are   pronounced    and 
decided.     I  am  open  to  conviction,  however,  if  it  can  be  shown   that  I 
am  wrong.     It  is  a  (question  upon  which  business  men  are  more  com- 
petent to  form  an  opinion  and  give  advice,  and  make  a  decision  than  the 
actuaries,  or  any  other  officers  of  companies.     It  is  far  better  of  course 
to  err  on   the   side  of  over  caution    than  to  be  over  sanguine,   and 
undoubtedly  a  four  per  cent  reserve  will  be  safer  and  more  conservative 
than  a  four-and-a-half  or  a  five  per  cent  standard.     But  there  is  some 
danger,  it  seems  to  me,  of  making  a  state  standard  too  severe.    In  the  first 
place  it  it  too  severe  there  will  be  a  reaction.     If  you  attempt  to  put  it 
m  practice  in  the  winding  up  or  closing  of  companies,  there  will  be  a 
reaction  in  sympathy,  and  there  will  be  endeavors  to  find  some  means  of 
evading  the  law.     I  take  it  that  there  is  not  a  gentleman  on  this  floor 
who  would  be  prepared  to  say  that  assuming  the  case  of  a  large  com- 
pany conducted  properly  with  honesty  and  experience  and  skill  on  the 
part  of  officers,  and  that  had  become  impaired  by  the  Actuaries  four  per 
cent  or  even  the  American  four-and-a-half  per  cent  to  the  extent  of  its 
capital  that  it  should  be  wound  up.     Such  certainly  should  not  be  the 
case.     My  friend,  Mr.  Bryant,  I  think,  hit  the  mark  exactly  when  he  said 
that  this  question  of  the  valuation  is  far  more  difficult  than  we  at  first 
suppose.     I  will  go  even  further  and  say  that  in  my  opinion  there  is  no 
generator  uniform  rule  which  can  be  given  by  which  the  status  of  a 
company  can  be  decided.     Each  company  must  be  examined  and  judged 
by  its  own  peculiarities.     If  there  is  one  thing  more  certain  than  another 
in  the  mathematics  of  life  insurance  it  is  that  for  the  final   purposes  of 
determining  the  solvency,  or  the  financial  status,  of  a  life  insurance  com- 
pany the  net  system  of  valuation  is  insufficient,  it  is  not  competent  to  do 
that.     However  desirable  in  other  respects  it  may  be  as  a  test  of  solvency, 
it  certainly  is  a  failure.     And  yet  a  state  must  have  some  one  system ; 
companies  must  be  judged  by  some  one  standard,  and  a  gross  valuation 
it  is  impossible  to  carry  out  with  all  the  different  rates  of  premium,  and 
all  the  peculiarities  of  different  companies  by  any  state.     And   if  you 
multiply  it  by  the  number  of  states  in  the  union,  or  all  the  states  that 
have  insurance  departments,  it  will  be  simply  impossible  to  apply  the 
test. 

There  is  one  other  point  in  regard  to  interest  which  perhaps  has  been 
lost  sight  of.  In  the  city  of  New  York  for  a  large  number  of  years  in 
determining  inchoate  rights,  of  dower  and  other  life  interests,  six  per 
cent  has  been  the  standaid,  and  no  one  has  ever  objected  to  it.     I  believe 
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if  anj  gentleman  in  this  room  were  requested  to  give  his  opinion  ir 
regard  to  the  rate  of  interest  to  be  employed  in  determining  the  righ 
of  dower  that  it  would  be  higher  than  four  per  cent.  If  any  gentleman 
wished  to  purchase  an  annuity  he  would  not  be  satisfied  with  the  result 
of  four  per  cent  a  year;  those  very  contingent  interests  that  I  speak  of, 
annuities  and  rights  of  dower,  can  far  better  be  taken  charge  of  by  life 
insurance  companies  than  by  individuals.  In  Great  Britain  a  large 
proportion  of  the  business  of  life  insurance  corporations  depends  upon 
those  very  contingencies.  They  make  it  their  business  to  a  great  extent 
to  purchase  these  contingencies.  And  there  is  no  reason  in  this  country 
why  a  very  large  business  may  not  also  be  done  in  them.  Now  it  is 
absolutely  necessary  in  an  estimate  of  the  value  of  such  benefits  that  the 
ratea  of  mortality  and  interest  approximate  somewhat  to  those  which  are 
experienced  in  the  community,  otherwise  we  fail  in  arriving  at  a  proper 
estimate.  I  am  of  the  opinion  that  before  closing  the  affairs  of  any 
company  which  has  attained  a  respectable  size,  and  that  is  a  matter  of 
the  first  importance,  that  means  of  testing  the  financial  condition  other 
than  a  net  valuation  should  be  resorted  to. 

While  I  am  on  this  floor,  Mr.  Chairman,  I  will  mention  one  other  item 
stated  in  the  report  of  the  committee  on  valuations,  and  that  is  the 
exclusion  of  deferred  premiums.  If  I  understand  it  right,  it  is  not  intend- 
ed— and  Gen  Smith  will  correct  me  if  I  am  wrong — it  is  not  intended  to 
exclude  these  deferred  premiums  exactly  as  stated  in  their  report,  but 
more  for  the  purpose  of  endeavoring  to  make  all  the  payments  annually, 
and  discountenancing  the  practice  of  paying  them  quarterly  and  semi- 
annually. In  all  our  calculation  in  determining  reserves  it  is  presumed 
that  the  premiums  are  paid  annually  in  advance,  and  if  they  are  paid  in 
any  other  way  i^  is  for  the  convenience  and  interest  of  the  individual.  For 
this  reason  it  has  been  the  practice  of  our  companies  to  deduct  the 
deferred  semi-annual  and  quarterly  payments  in  settling  a  claim  by  death ; 
and  if  the  policy  is  valuecl  to  the  end  of  the  policy  year,  as  is  the  more 
simple  ana  proper  way  to  do,  then  it  follows  as  matter  of  necessity  that 
those  quarterly  and  semi-annual  deferred  payments,  at  least  the  net 
premiums,  should  be  taken  into  account. 

Mr.  Smith  :  Will  you  allow  me  to  interrupt  you  amoment.  You  do  not 
understand  exactly  what  was  meant  by  the  exclusion  of  these  deferred 
and  unpaid  premiums,  and  getting  into  the  accounts  every  year  in  the 
annual  statements  a  lot  of  policies  not  taken.  I  am  satisfied,  and  I  sup- 
pose all  the  gentlemen  here  who  have  looked  closely  at  the  annual 
statements  and  compared  them,  will  agree  with  me  that  this  theory  of 
payment  in  advance  is  coirect;  take  those  deferred  premiums  ^and 
policies  not  taken  out  of  these  statements  and  let  them  go  in  with  the 
other  net  premiums  still  due  and  be  credited  in  that  way.  It  was  not 
that  we  refused  to  credit  them  on  the  one  side  and  charge  them  on  the 
other;  that  never  entered  our  heads.  It  was  only  in  reference  to  the 
statement  of  accounts,  and  I  think  that  you  have  the  exact  idea  that 
we  intended.  I  will  will  state  another  thing  in  reference  to  that  report, 
that  when  we  used  the  expression  "  stop  business "  we  meant  to  stop 
going  on  under  their  charter  for  new  business.  We  did  not  pro- 
pose to  cut  their  heads  off  and  give  them  into  the  hands  of  a  receiver, 
and  thus  give  up  all  the  money  they  did  have  to  the  sheriff  and  his  clerks. 
When  this  question  came  up  as  a  special  subject,  the  gentlemen  will 
probably  remember  that  I  took  a  special  interest  in  it,  and  it  was  with 
a  view  to  that  very  thing. 

Mr.  HoMANS :  I  am  very  glad  to  be  corrected,  as  there  seemed  to  be 
in  the  report  some  inconsistency. 

I  do  not  know  that  I  made  myself  clear  in  one  respect  about  the 
American  Experience  table.  The  data  upon  which  that  table  was 
framed,  that  is,  the  figures  showing  the  experience,  year  by  year,  have 
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been  published  by  the  Mutual  Life  up  to  the  time  ot  the  construction  of 
that  table,  and  are  now  in  the  possession  of  the  company  to  a  later 
period  down  to  the  close  of  1869,  and  I  presume  will  be  published 
in  time.  The  results  can  be  verified  bjr  any  actuary  who  chooses  to  take 
the  trouble  of  doing  so.  It  is,  as  I  said  before,  simply  the  result  of 
the  experience  of  that  company,  but  since  it  has  been  confirmed 
by  the  results  of  other  companies,  and  of  later  years,  I  think  it  is 
more  worthy  of  regard  than  it  would  be  by  itself,  as  the  record  of  the 
experience  of  one  company.  As  such,  it  would  be  scarcely  worthy  of 
consideration,  although  it  is  the  largest  company  in  the  world.  But» 
being  confirmed  by  the  experience  of  all  other  companies,  so  far  as  I 
know,  and  by  the  results  of  later  years,  I  say  that  it  is  much  more 
worthy  of  confidence  than  it  would  otherwise  be. 

I  believe,  Mr.  Chairman,  I  have  now  given  all  I  wish  to  say  on  this 
subject,  and  I  will  close  by  remarking  that,  in  common  with  all  other 
insurance  officers  in  this  city,  I  take  a  great  interest  in  your  deliberations, 
and  have  great  confidence  that  your  discussions  will  lead  to  good  results. 
I  think  it  is  fortunate  that  you  have  in  your  number  men  who  are 
competent  to  go  to  the  foundation  of  this  matter.  Mathematics  is  the 
basis  of  all  life  insurance  practice  and  theory;  and  without  a  competent 
knofrledge  of  mathematics  it  is  impossible  to  appreciate  that  theory.  Of 
course  the  mathematical  basis  is  only  one  portion,  and  perhaps  not  the 
most  important,  but  it  is  a  portion  which  cannot  be  neglected  with 
impunity.  The  results  of  mathematics  are  so  positive,  that  very  often 
mathematicians  acquire  the  reputation  of  being  very  obstinate  —  of 
holding  tenaciously  to  their  opinions.  But,  I  think  it  should  be 
considered  in  that  connection,  that  mathematical  results  are  demonstra- 
tions, and  are  not  matters  of  opinion.  If  they  are  made,  they  are 
absolute  in  their  character;  and,  of  course,  having  once  been  arrived  at 
properly,  a  mathematician  must  hold  tenaciously  to  his  opinions. 

I  believe,  myself,  that  the  practice  of  life  insurance  has  not  yet  reached 
its  highest  perfection.  We  have,  in  this  country,  far  distanced  the 
countries  of  Europe,  both  in  the  amount  of  business  and  in  the  way  it  is 
managed.  Our  system  of  endowment  insurances,  for  instance,  is 
peculiar  to  this  country.  It  was  never  practiced  to  any  extent  abroad, 
and  it  is  certainly  productive  of  a  great  benefit,  although  not  unalloyed. 
The  question  of  expense  is  one  upon  which  much  remains  for  future 
examination.  Our  whole  system  of  paying  expenses  and  assessing  for 
expenses,  it  seems  to  me  is  wrong,  and  the  companies  are  beginning  to 
change  their  mode,  and  to  make  it  accord  more  nearly  with  what 
abstract  reasoning  would  show.  But  I  believe  that  we  are  on  the  eve  of 
seeing  a  much  better  form  of  policy  and  a  much  better  practice  in  life 
insurance. 

In  regard  to  surrender  values,  which  subject  has  been  touched  upon  by 
the  committee,  and  in  regard  to  which  it  would  not  be  out  of  place  to  say 
a  word  now,  my  own  views  differ  both  from  Professor  Wright's  and  from 
those  who  have  written  on  the  subject.  In  my  opinion  the  true  measure 
of  the  interest  of  an  individual  in  the  funds  of  a  company,  whether  for 
the  purpose  of  withdrawing  by  surrender,  or  for  the  purpose  of  winding^ 
up  a  company,  is  simply  this :  he  should  be  credited  with  his  payments 
each  year  accumulated  at  interest,  and  he  should  be  charged,  if  a 
company  has  been  subjected  to  it  on  his  account  each  year,  not  only  for 
expenses,  but  also  for  his  assessment  for  losses.  And  a  difference 
between  such  credit  and  debit,  at  the  end  of  any  given  period,  if  properly 
made,  will  show  the  fund  which  is  at  his  credit  as  belonging  to  him. 
That  fund  is,  of  course,  the  reserve  on  the  policy  and  surplus.  If  the 
surplus  has  been  equitably  distributed,  year  by  year,  then  there  will  be  a 
fund  that  is  simply  a  reserve  on  the  policy.  And  in  that  event,  in  my 
opinion,  the  true  surrender  value  would  be  a  reserve  diminished  by  a 
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sum  sufficient  to  replace  the  policy  by  one  equally  advantageous  to  the 
company.  It  is  the  same  idea  that  ha«  been  given  out  by  my  friend,  Mr. 
Jones,  who  addressed  you  a  few  moments  ago.  That  is  also  a  means  of 
arriving  at  the  true  measure,  or  proportion,  of  the  interest  of  an 
individual  policyholder  in  the  funds  of  a  company  in  case  it  is  wound  up. 
In  case  it  should  go  into  the  hands  of  a  receiver,  the  interest  of  each  man 
in  the  assets  of  a  company,  whether  it  is  more  or  less  than  sufficient  to 
provide  for  all  its  risks,  could  be  determined  in  that  way,  simply  a 
difference  between  what  he  has  paid  to  the  company  and  what  he  has 
received  from  it  in  the  way  of  busmess.     (Applause.) 

On  motion  of  Mr.  Strait,  of  Minnesota,  Mr.  N.  D.  Morgan, 
president  of  the  North  America  Life  insurance  company,  was 
invited  to  address  the  convention. 

P^jRTHSR  Remarks  of  Mr.  N.  D.  Moroak. 

Mr.  President,  I  wish  simply  to  avail  myself  of  this  opportunity  to 
make  an  explanation  in  reference  to  a  construction  which  may  have  been 
put  upon  some  remarks  that  I  had  the  honor  of  making  last  week  before 
this  body  as  to  my  views  in  regard  to  the  rate  of  interest  which  should  be 
adopted  in  measuring  the  liabilities  of  a  life  company.  At  that  time  I 
simply  intended  to  have  given  an  historical  fact  as  to  what  could  have 
obtained  on  that  point  some  la  or  15  years  ago.  Since  that  time  there 
have  been  a  large  number  of  life  insurance  companies  organized,  and 
there  has  occurred  a  very  great  change  in  the  conditions  under  which  the 
life  insurance  companies  are  now  working.  Under  the  present  state  of 
expenses  incident  to  the  procurement  of  business,  it  is  almost  impossible 
that  any  new  enterprise  in  the  way  of  life  insurance  can  succeed  on  a 
basis  of  four  per  cent  interest.  Hence,  it  should  be  considered  by  this 
convention,  for  the  good  interest  of  the  cause  which  has  called  you 
together,  that  you  should  take  things  as  they  exist,  and  so  frame  your 
decisions  that  it  shall  meet  the  case  of  the  existing  condition  of  life 
insurance  in  this  country.  My  views,  therefore,  if  they  areof  any  weight 
whatever,  are  in  favor  of  a  rate  of  interest  not  less  than  four  and  a  half 
per  cent,  as  a  governmental  net  test  of  the  worthiness  of  an  insurance 
company  to  transact  business.  If,  perchance,  a  company  should  happen 
to  fall  below  this  standard,  a  resolution  has  been  presented,  and,  I 
believe,  is  now  the  question  before  the  house,  that  the  gross  system  shall 
be  adopted,  before  final  action  be  had  against  such  a  company.  I  simply 
wish  to  say,  that  my  views,'  taking  into  consideration  all  the  circum- 
stances of  the  case,  are  decidedly  in  favor  of  a  four  and  a  half  per  cent 
rate  of  interest. 

Mr.  Paine,  of  Maine:  There  was  a  resolution  introduced  this  morning 
and  referred  to  the  committee  on  assets  and  investments;  and  as  I  shall 
not  be  able  to  be  present  at  the  next  session,  having  my  report  ready 
now,  I  will  present  it  at  this  time. 

Report  on  Assets  and  Investments  :   Capital  Stock  Notes. 

The  committee  on  assets  and  investment!:,  to  whom  was  referred  the 
resolve  instructing  t.iem  to  inquire  and  report  what  proportion,  if  any, 
of  the  capital  of  fii-e  and  marine  insurance  companies  should  be  invested 
in  stock  notes,  have  the  honor  to  report : 

That  they  understand,  from  the  language  of  the  resolution,  as  well  as 
from  the  explanation  tendered  by  the  mover,  that  by  *'  stock  notes"  is 
meant  unsecured  promissory  notes  of  stockholders.  With  reference  to 
such  notes,  the  committee,  in  their  previous  report,  made  at  the  May 
session,  used  the  following  language,  viz. : 
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*'  Loans  of  all  kinds,  having  the  security  of  $$aMe$  alone,  although  in 
all  respects  good  bankable  paper,  the  committee  believe  should  be  entirely 
disregarded  by  the  insurance  officer  as  assets;  a  single  exception  bein|^ 
made  in  case  of  marine  companies,  which,  by  the  usage  of  all  communi- 
ties, receive  payment  for  premiums  in  the  notes  or  book  charges  of  the 
insured." 

From  this  doctrine  the  committee  feel  no  inclination  to  recede,  but,  on 
the  contrary,  they  believe  it  should  be  rigidly  adhered  to  and  enforced. 
Insurance  companies,  when  once  thev  have  offered  themselves  to  the 
public  as  insurers  of  the  property  of  others,  under  the  pledge  of  a  capital 
stock  as  security,  the  committee  regard  as  trustees,  holding  as  such,  not 
only  the  premiums  received  necessary  for  a  safe  reserve,  but  the  capital 
also.  As  such  trustees,  ample  security,  of  a  firm  and  undoubted 
character,  for  every  loan  or  investment,  should  be  demanded.  Personal 
security  of  names  alone,  subject  as  it  is  at  all  times  to  the  incidents  of 
death,  financial  embarrassment  and  monetarv  crises,  is  of  that  unreliable 
character  that  no  trustee  of  any  public  funcf,  such  as  that  in  question, 
should  ever  be  at  liberty  to  accept. 

Albert  W.  Painb,  Ckairman. 

The  convention  then  adioumed  to  meet  at  the  St.  Nicholas 
hotel  at  7  o'clock  P.  M. 


EVENING   SESSION. 

The  convention  was  called  to  order  at  8  o'clock,  the  vice* 
president,  Mr.  Breese,  in  the  chair. 

At  the  request  of  the  convention,  on  motion  of  Mr.  Gaines,  of 
Louisiana,  the  secretary  read  the  circular  letter,  sent  out  by  the 
committee  on  rate  of  interest,  mortality,  etc.,  since  the  first 
session,  to  leading  capitalists  and  moneyed  men,  and  the  replies 
received  from  them;  all  of  which  form  the  appendix  to  the 
report  of  the  committee  on  taxation,  rate  of  interest,  etc.,  and 
will  be  found  in  the  appropriate  place  in  this  volume. 

Mr.  Smith,  of  Kentuckv :  There  being  no  other  business  before  the 
convention,  and  it  being  in  order,  I  move  that  we  now  invite  Mr.  John 
W.  Falk,  secretary  of  the  National  Life  insurance  company  of  New 
York,  whp  is  here  present,  to  address  the  convention. 

The  motion  was  seconded,  and  on  being  put  by  the  chair,  was 

unanimously  adopted. 

Mr.  Falk  then  addressed  the  convention  as  follows : 

Remarks  of  Mr.  John  W.  Falk. 

Mr.  President  and  gentlemen  of  the  convention:  The  question  before 
you  is  the  adoption  of  a  table  of  mortality  and  rate  of  interest  to  be 
uniform  in  all  the  states ;  and  the  contrast  seems  to  be  between  the 
American  Experience  table  of  mortality,  and  the  Actuaries'  table  and 
four  and  four-and-a-half  per  cent  interest.  It  is  certainly  very  desirable 
that  uniformity  should  prevail  on  this  subject. 
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The  struggle  reallj  is  not  between  the  advocates  of  the  two  different 
rstee  of  interest  on  the  two  difterent  tables  of  mortality  but  between  the 
older  and  the  younger  companies.  There  has  been  of  late  an  insane 
nge  for  dividends.  We  are  all  satisfied  that  if  the  present  premiums 
were  continued,  and  there  were  no  dividends  paid  that  a  rate  of  interest 
as  low  as  three  per  cent  could  be  adopted  as  a  basis,  and  the  companies 
oonld  come  fully  up  to  it. 

Insurance  requires  two  things :  first,  actuarial  skill,  and  of  that  you 
have  heard  a  great  deal  to-day,  for^ou  have  had  before  you  some  of  the 
best  actuaries  in  the  country.  But  it  also  acquires  a  certain  amount  of 
business  tact. 

And  first  as  to  the  different  mortality  tables.  I  must  say  that  I  prefer 
the  American  Experience  table,  because  in  the  higher  ages  of  life,  say 
from  sixty  upwards  to  ninety-five,  they  give  a  greater  rate  of  mortality 
than  the  Actuaries'  table.  As  Mr.  Homans  said  this  afternoon,  in  this 
conntry  we  live  fast,  we  travel  fast,  and  we  work  fast,  and  we  use  up  our 
nervous  power,  and  when  a  man  reaches  the  age  of  sixty  or  sixty-five 
he  becomes  broken  down. 

Do  you  know  that  under  the  American  table  at  four  per  cent,  the 
reserve  on  a  man  of  the  age  of  sixty  that  has  been  insured  twenty  years 
for  $1000,  is  a  little  upwards  of  $500?  Then  how  can  any  man  in  this 
room  say  that  with  a  man  of  the  age  of  eighty,  $500  in  hand  and  a  pre- 
mium ot  $70  per  annum,  is  suflicient  to  meet  $1,000  at  death?  I  do  not 
believe  it.  So  you  see  we  must  take  into  consideration  the  impairment 
of  life  at  that  time. 

This  rage  for  dividends  is,  perhaps,  best  illustrated  by  citing  one  old 
and  one  new  company.  In  1867  the  Mutual  Life  of  New  York  by  sell- 
ing all  its  old  clothes,  and  making  a  general  clearing  out  of  the  house,  and 
selling  what  gold  they  had  in  hand  made  the  biggest  dividend  they  had 
ever  declared ;  and  they  truly  said  at  that  time  that  the  dividend  was 
unprecedented  and  was  not  likely  to  occur  again.  What  was  the  result? 
Why,  the  new  comj)anies  went  to  work  and  taking  this  dividend  as  the 
initiatory  point,  made  up  tables  of  progressive  dividends  showing  what 
dividends  they  coufd  pay.  They  were  beautiful  tables.  Some  of  them 
promised  to  pay  a  man  his  money  back  and  twelve  per  cent  interest.  The 
New  England  was  drawn  into  this.  The  New  England,  according  to  the 
Massachusetts  standard,  had  in  1866  $142.50  for  every  $100  of  liabilities. 
Then  came  the  big  dividend  of  the  Mutual  Life.  What  was  the  result? 
The  agents  of  the  New  England  said :  ''If  you  don't  give  us  a  chance  to 
make  big  dividends  we  cannot  get  insurance."  And  the  New  England 
made  a  big  dividend,  reducing  its  assets  down  from  $143.50  for  every 
$100  of  liabilities  to  $114;  and  the  next  down  to  $101.  That  is  an 
example  of  an  old  company  paying  a  large  dividend. 

Now  we  come  to  the  case  of  a  new  company  whose  name  I  shall  not 
mention.  In  1868  according  to  the  insurance  table  it  was  shown  that  for 
every  $100  they  collected  on  premiums  it  cost  them  $102  in  expense.  And 
yet  they  had  the  impudence  to  say  that  they  declared  a  dividend  upon 
that  year's  business. 

These  high  dividends,  in  the  first  place,  do  not  tend  to  the  safety  of  the 
companies,  and,  in  the.  second  place,  they  tend  to  the  injury  of  every 
policyholder  concerned  in  them.  In  fact,  the  great  cry  here  of  late  seems 
to  have  been,  not  how  to  make  companies  solvent  in  the  future,  but  how 
to  give  the  quickest  immediate  return  to  a  man  for  his  money. 

You  all,  of  course,  remember  Artemus  Ward.  Shortly  after  the  con- 
clusion of  our  war  we  had  a  great  many  songs,  and  some  of  them  would 
run  in  this  way :  "Just  before  the  battle,  mother,"  **  Rock  me  to  sleep, 
mother,**  "  I  have  come  home  to  die,  mother."  Everything  was  mother, 
mother,  and  Artemus  said,  '*  Isn't  it  about  time  to  give  the  old  man  a 
chance?"    And  it  has  been  the  same  in  life  insurance.    Everything  has 
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Heen  for  the  new  man.    Heavy  dividends  in  the  early  stage  oi  a  company 
are  not  certainly  for  the  interest  of  the  policyholder. 

Now,  then,  what  are  assets?  Assets  should  be  homa  fide^  whether 
they  are  interest-bearing  or  non-interest-bearing.  In  estimating  the 
assets  of  a  company,  that  are  liable  for  the  reserve,  we  should  not  include 
non-interest-bearing  assets. 

Then,  again,  impairment  of  capital  in  life  insurance  has  really  no 
meaning.  The  gentl  men  who  put  up  the  capital  in  a  life  insurance 
company  put  it  up  with  the  understanding  that  every  dollar  of  it  may  be 
risked  to  establish  the  company.  And  as  long  as  a  company  has  sufficient 
reserve,  including  every  dollar  of  that  capital  to  re-insure,  the  company 
is  solvent,  I  believe,  according  to  the  laws  of  Massachusetts.  If  I  am 
wrong,  my  friend,  Mr.  Clarke,  will  correct  me.  Capital  should  not  be 
stated  as  a  liability,  and  g^eat  wrong  is  done  to  the  young  companies  in 
publishing  statements  of  impairment  of  capital.  For  example,  if  you  say 
that  a  company  that  has  its  capital  impaired  shall  be  wound  up,  let  us 
look  at  it  and  see  what  will  be  the  result.  Two  companies  start  to-day — 
one  with  a  capital  of  $500,000  and  the  other  with  a  capital  of  $1,000,000. 
In  the  one  case  the  stockholders  are  willing  to  risk  on  the  experiment 
$500,000,  and  in  the  other  case  they  are  willing  to  risk  $1,000,000.  At 
the  end  of  five  years  both  companies  have  done  an  equal  amount  of  busi- 
ness, and  the  company  with  $500,000  has  sunk  every  dollar  of  its  capital, 
and  therefore  ought  to  be  wound  up.  But  the  other  company,  with 
$1,000,000  capital,  has  still  $500,000  to  back  it.  Shall  that  be  wound  up 
because  it  has  lost  half  of  its  capital  ? 

I  can  give  you  an  example  of  a  company  that  to-day  is  one  of  the 
strongest  in  the  Union,  a  company  that  to-day,  taking  out  all  the  premium 
notes,  all  the  deferred  premiums,  all  the  money  in  the  hands  of  agents, 
and  all  the  assets  not  bona  fide  interest-producing,  has  $145,  on  a  four 
per  cent  basis,  for  every  $100  of  liabilities;  and  that  is  the  National,  of 
Vermont;  a  company  that  I  was  once  connected  with,  a  company  in 
which  four  years  after  its  establishment,  the  directors  said  that  they  had 
sunk  $75,000  out  of  $100,000.  Now,  according  to  law,  that  company  would 
have  been  wound  up ;  but  it  has  become  one  of  the  strongest  companies 
in  the  land. 

New  business,  gentlemen,  costs  money,  and  with  an  insurance  company 
it  is  the  only  thing  that  costs  money.  If  any  insurance  company  will 
close  its  doors  to-day,  do  no  more  advertising,  employ  no  more  agents, 
it  can  do  its  business  on  its  old  policies  at  an  expense  of  two  or  three  ]>er 
cent.  In  estimating  the  expenses  of  new  and  old  companies  you  should 
estimate  not  what  are  your  contingent  expenses,  but  what  are  your 
expenses  on  new  business.  A  new  company  takes  $xooo  to-day,  and  they 
are  the  first  dollars  that  it  takes.  It  costs  that  company  forty  per  cent  to 
get  that  business.  An  old  company  having  $1000  in  existence  takes  a  - 
new  $1000,  and  it  costs  it  twenty-five  per  cent  to  do  this  business;  and  it 
is  the  more  economical  company  of  the  two. 

I  heard  one  of  the  delegates  make  the  remark  that  when  a  company 
became  somewhat  impaired,  he  did  not  believe  in  cutting  off  its  head,  but 
in  suspending  it  between  heaven  and  earth,  and  giving  it  a  chance  to  re- 
cuperate. They  might  just  as  well  cut  its  head  off  at  once.  The  moment 
you  stop  a  company  from  doing  new  business  you  impair  its  usefulness, 
and  you  might  as  well  cut  its  head  off  at  once.  In  life  insurance,  like 
eating  sausages,  confidence  is  a  great  element.  Once  vou  destroy  that, 
you  have  destroyed  the  whole  business.     [Laughter.] 

These  are  simply  a  few  remarks  that  I  have  thrown  together.  I  heard 
it  remarked  by  one  delegate  that  the  mortality  had  increased  in  American 
companies.  I  will  tell  you  the  reason  why  we  have  an  apparent  increase 
of  mortality.  It  has  been  owing  to  a  surrender  value  being  endorsed  on 
the  backs  of  the  policies  and  the  companies  paying  it.      I  have  myself 
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been  a  life  insurance  agent;  and  we  know  that  life  insurance  agents,  if 
they  do  not  actually  lie,  yet  they  sometimes  stretch  the  truth  most  wonder- 
Ailly,  and  people  have  unheard  of  dividends  promised  to  them,  but  the 
result  is  that  the  dividends  fall  so  short  of  the  amount  promised,  that  the 
policyholders  become  so  far  disgusted  that  if  they  can  get  anything 
back  they  withdraw.  And  if  there  is  a  surrender  value  endorsed  on 
the  back  of  the  policy,  they  withdraw  the  quicker. 

Now  who  withdraws?  None  but  the  well.  If  the  man  has  got  sick  he 
does  not  care  what  the  insurance  may  cost,'  he  will  stick.  And  the 
increased  mortality  is  owing  to  the  well  going  out,  and  getting  their 
money  back.  The  surrender  value  should  depend  upon  the  present  state 
of  a  man's  health.  I  will  give  an  example.  I  was  in  Stowe  in  the 
Summer  of  1870.  A  gentleman  who  was  insured  in  the  National  Life 
came  to  me  and  said,  *'  Mr.  Falk  I  want  $5,000  more  insurance  on  my 
life.**  I  said,  *'  I  am  very  sorry  that  we  cannot  take  you."  Said  he, 
-'what  is  the  matter  i"  I  said,  *'you  have  had  an  attack  of  paralysis, 
and  the  company  does  not  want  to  insure  you  any  further."  He  said 
''  this  is  a  big  humbug.  I  wish  to  take  it."  I  immediately  telegraphed  to 
the  company  knd  received  their  reply.  I  called  on  him  and  said, ''do 
jott  wish  to  get  out  of  the  company?"  He  said,  *'  yes."  I  said,  ''  sit  down 
and  write  out  every  premium  that  you  have  paid,  and  we  will  allow  you 
all  the  money  that  you  have  paid,  and  ten  per  cent  interest."  Said  he, 
**  will  you  do  that  with  everybody?"  I  said,  **  not  by  a  long  sight,  but 
we  will  consider  that  we  are  making  a  good  bargain  for  the  rest  of  the 
policyholders  to  get  rid  of  you  at  that  rate." 

I  will  simply  make  one  remark  in  regard  to  the  winding  up  of  com- 
panies. Where  a  company  has  no  more  actual  assets  than  will  suffice 
to  reinsure,  including,  of  course,  its  capital,  it  is  time  that  some  stop 
should  be  put  to  it.  But  how  shall  it  be  done?  Shall  a  receiver  be 
appointed,  and  a  lot  of  men  put  in  there,  and  all  the  money  belonging 
to  the  policyholders  eaten  up  ?  Not  by  any  means.  Let  the  officers  of 
the  company  place  the  insurance  in  a  good,  safe  company.  That  is  the 
true  way  to  wind  up  a  company.  But  never  wind  up  a  company  unless 
it  is  commercially  insolvent,  A  companv  may  have  used  up  every  dollar 
of  its  money,  and  yet  have  such  a  business  that  other  companies  would 
be  glad  to  get  and  pay  a  bonus  for  it.  If  the  company  has  been 
honestly  managed,  give  it  a  chance  to  recuperate. 

My  idea,  therefore,  is  that  four  cent  is  a  sufficiently  high  rat'eof  interest 
to  estimate  for  the  future,  but  that  no  dividends  should  be  paid  until  the 
amount  of  money  credited  to  a  man  equals  the  sum  insured.  And  then  we 
don't  want  to  pay  any  dividend  for  they  have  given  him  his  money 
back. 

Thanking  you,  gentlemen,  for  your  kindness  and  attention  I  will  now 
close. 

Mr.  Clarke,  of  Massachusetts  :  I  am  bound  to  defend  my  own  figures. 
I  stated  in  the  convention  to-day  the  number  of  policies  that  terminated 
by  death  in  1870,  with  the  amount  of  insurance  covered  by  those  policies. 
The  statement  has  been  misquoted  in  various  ways,  and  by  the  gentleman 
who  has  just  now  addressed  us. 

The  number  of  policies  which  I  named  terminated  by  death.  The 
question  of  lapses  had  nothing  to  do  with  it.  The  number  of  policies  ter- 
minated by  death  in  sixty-five  companies  doing  business  in  the  state  of 
Massachusetts  in  1870  was  6343,  every  one  of  uiem  by  death — an  excesa 
of  1339  over  the  previous  year.  I  make  this  statement  simply  to  correct 
any  misapprehension  that  may  have  arisen  in  consequence  of  the  mis- 
statement which  has  just  been  made. 

Mr.  Falk  :  I  did  not  wish  to  controvert  Mr.  Clarke's  statement  at  all, 
that  the  deaths  have  increased,  but  one  of  the  principal,  causes  of  that  in- 
crease is  that  the  healthy  men  have  left  the  companies,  and  that  has  made 
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the  proportion  so  much  the  larger.  If  jou  will  take  into  consideration 
the  amount  of  the  policies  lapsed  and  surrendered  during  the  time,  it  will 
account  for  the  increase  of  deaths. 

Mr.  Harvby,  of  Missouri :  I  would  like  to  ask  Mr.  Falk  a  question. 
He  suggests  what  ought  to  be  done  on  winding  up  a  company  under 
certain  circumstances.  I  would  ask  him  this:  Suppose  we  find  & 
company  with  assets  somewhat  less  than  its  reserve,  but  the  company 
cannot  find  any  other  company  to  take  its  risks  and  carry  them  on. 
It  is  not  now  in  the  province  of  the  state  to  go  on  and  collect  the 
premiums  and  keep  up  the  insurance,  and  no  other  company  will  take 
the  risks.  In  some  way,  either  by  mismanagement  or  not,  the  company 
has  got  itself  in  that  condition.  What  are  you  going  to  do  to  protect 
those  policyholders  ? 

Mr.  Falk:  I  believe  that  insurance  supervision  should  not  alone 
look  to  the,  assets,  but  also  to  the  management  —  the  honest  manage- 
ment  of  the  company.  Mr.  Miller  gave  us  an  example  of  that  in  the 
winding-up  of  the  Farmers  and  Mechanics  company,  which  at  that 
time  had  ample  assets  to  re-insure  all  the  risks,  and  money  over.  But 
he  knew  that  the  company  was  fraudulently  managed,  that  the  books 
were  covered  with  dummy  policies,  and  that  all  sorts  of  shifts  and 
dishonest  practices  had  been  resorted  to  in  order  to  get  a  business, 
and,  therefore,  he  wound  it  up.  Any  company  that  conducts  its 
business  honestly  and  fairly,  and  selects  its  risks  with  ordinary  care, 
can  get  re-insurance  with  its  reserve.  But  a  company  that  is  badly 
managed  should  be  nipped  in  the  bud,  no  matter  what  are  its  assets. 

Mr.  Harvey:  That  does  not  get  over  the  point  that  I  want. 
Suppose  they  cannot  get  a  company  that  will  re-insure  them.  Now, 
here  are  a  number  of  policyholders  who  have  honestly  paid  their 
premiums,  and  the  money  has  gone  somewhere.  A  part  of  it, 
perhaps  a  half  or  two-thirds,  remains.  Now,  those  policyholders  need 
some  protection  somewhere.  You  cannot  put  them  into  the  hands  of  a 
receiver  and  lose  it  all.  I  want  some  suggestions  as  to  the  provision 
made  to  protect  the  policyholders  when  no  company  can  be  found  to 
take  the  risks. 

Mr.  Falk  :  The  point  is  this :  that  as  soon  as  the  company  has  only 
sufficient  to  re-insure  it  should  be  stopped.  That  is  my  doctrine.  And 
if  there  is  sufficient  money  to  re-insure,  and  the  risks  have  been  taken 
with  ordinary  care,  there  will  be  no  trouble  in  finding  a  companv  to  take 
them.  But  if  you  find  a  company  that  is  badly  managed,  stop  it  before 
it  eats  up  its  reserve.  If  you  allow  a  company  to  go  on  until  it  has  only 
half  the  necessary  reserve  to  re-insure,  that  is  your  fault  in  not  stoppini^ 
it  sooner.  But  the  moment  you  find  that  a  company  is  yearly  eatingup, 
not  alone  the  loading  on  the  premiums,  but  its  capital,  until  every  dollar 
is  gone,  why  stop  it  at  once.     Don't  let  it  eat  up  half  the  reserve. 

Mr.  Gaines,  of  Louisiana :  Let  me  see  if  I  understand  Mr.  Harvey. 
Do  you  want  to  know  what  we  are  going  to  do  with  the  reserve? 

^lr.  Falk  :  I  said  that  the  moment  that  you  find  that  a  company  is 
yearly  eating  up,  not  alone  the  loading  on  the  premiums,  but  its  capital 
until  every  dollar  is  gone,  until  every  dollar  is  eaten  up,  stop  it  at  once. 

Mr.  Gaines  :  I  would  suggest  retaining  the  dividends  and  paying  full 
premiums  until  the  dividends  make  up  the  amount 

Mr.  Falk  :  But  we  should  not  let  them  go  on  that  long. 

Mr.  Harvey  :  I  can't  conceive  a  case  where  a  company  may  get  down 
without  the  supervising  officer  knowing  it. 

Mr.  Row,  of  Michigan:  Mr.  Chairman,  I  have  had  some  difficulty  in 
arriving  at  a  correct  conclusion  in  regard  to  the  liability  of  life  insurance 
companies.  Mr.  Barnes,  I  understand,  has  some  matured  views  upon 
that  subject,  and  I  would  like  to  hear  him  talk  about  the  capital  of  life 
insurance  companies,  if  he  will  do  so. 
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RxMARKS  OF  Mr.  William  Barnss. 

Mr.  Chairman  and  gentlemen :  I  have  no  specially  matured  viewt  on 
the  subject  of  the  capital  of  life  insurance  companies ;  but  as  your  meeting 
is  somewhat  informal  this  evening,  I  will  simply  throw  out  a  few  sug- 
gestions. 

The  great  difference  between  a  life  insurance  company  and  any  other 
corporation,  as  has  been  repeatedly  remarked  by  the  different  speakers 
here,  and  by  various  writers  on  the  subject,  is  in  its  capacity  to  recover 
from  an  insolvent  or  largely  insolvent  condition,  or  m  regard  to  its 
powers  of  recuperation.  In  that  respect  it  differs  from  any'other  corpo- 
ration that  I  know  of  in  the  world.  With  our  present  rates  of  interest, 
and  with  our  assumed  rates  of  interest,  recuperation  is  entirely  a  normal 
feature  in  life  insurance  companies.  Of  course  with  average  risks  and 
with  ordinarily  good  management,  its  recuperation  is  not  a  matter  of 
chance;  it  is  a  matter  of  certainty.  Take  a  banker  that  fails;  he  might 
happen  to  have  owned  this  lot  here  on  Broadway  perhaps  twenty-five 
years  ago,  and  if  he  had  kept  it  for  several  years  it  might  have  gone  up 
enough  in  value  to  make  the  bank  solvent  after  it  was  insoh'ent;  but 
that  is  a  mere  accident  or  contingency.  But  the  tremendous  power  which 
exists  in  a  life  insurance  company  for  making  money,  and  paying  its 
debts  at  maturity,  rests  almost  entirely  in  our  American  rate  of  interest. 
A  half  per  cent  or  one  per  cent  is  enormous  in  its  potential  power  for 
the  safety  of  life  insurance  companies  after  the  lapse  of  a  few  years. 

Your  compound  interest  tables  will  show  you  that,  and  I  will  not  repeat 
them  here.  Now  with  a  rate  of  interest  of  four  and  a  half  per  cent, 
the  statistics  show  that  our  companies  realised  six  per  cent  compound 
interest  on  all  their  assets  during  the  last  twenty  years,  or  nearly  a 
billion  of  capital.  I  say  that  a  difference  of  one  half  per  cent  or  one 
percent  or  two  per  cent  is  tremendous  in  its  effects.  And  it  is  in  this 
respect  that  life  insurance  companies  differ  from  other  corporations, 
while  in  every  other  respect,  nearly,  they  are  alike  financially  considered. 
And  why  under  heaven  this  hallucination,  as  I  must  call  it,  obtains,  that 
the  capital  of  a  life  insurance  corporation  must  be  sunk,  any  more  than 
the  capital  of  any  other  corporation  I  cannot  see.  There  is  no  possi- 
bility of  any  reason  for  any  solid  mind  to  stand  upon.  You  take  a 
fire  company  and  a  marine  company,  and  when  a  loss  wipes  out  its 
capital,  what  do  you  want  them  to  do?  Do  you  want  them  to  reduce  the 
capital  to  the  actual  assets,  or  to  pass  around  the  hat  and  make  it  up? 
You  don't  want  them  to  parade  a  capital  of  two  millions  for  the  next 
twenty  years,  when  in  point  of  fact  they  have  only  got  $500,000  or 
$i.ooo,cxx>.  It  is  precisely  so  with  life  insurance  companies.  My  learned 
friend  spoke  a  little  while  ago  of  stock  companies,  and  said  that  the 
capital  is  put  up  to  be  sunk.  It  is  not  so.  Not  a  solitary  stockholder 
puts  up  capital  for  that  purpose.  He  puts  it  up  for  exactly  the  opposite 
purpose,  not  to  have  it  sunk  but  to  make  money  on  it.  And  they  have 
no  right  to  sink  it  in  life  insurance  or  anything  else,  beyond  a  reasonable 
margin  for  safety. 

I  would  require  every  life  insurance  company  to  show  assets  for 
its  capital  just  as  much  as  I  would  a  fire  or  marine  companv,  or  a  bank,  or 
any  other  corporation.  In  one  sense  it  is  not  a  debt,  m  the  perfect  sense 
of  the  word  it  is  not  a  liability  as  regards  policyholders;  but  it  is  what 
we  always  would  call  a  quasi-liability.  It  is  assets,  upon  the  assumption 
that  you  are  going  to  wind  up  the  corporation,  and  put  it  in  the  hands  of 
a  receiver.  Then  capital,  of  course,  every  dollar  of  it  is  available  to  pay 
the  debts  of  the  policyholders.  If  a  stock  company,  with  $1,000,000 
capital,  is  put  into  the  hands  of  a  receiver,  and  there  is  $500,000  of  that, 
of  course  all  goes  to  pay  the  policyholders,  and  the  stockholders  get 
zK>thing.    But  here  you  are  not  winding  up  these  companies ;  you  are 
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looking  upon  them  with  a  view  to  their  continued  existence ;  and  for  the 
purpose  of  continued  existence,  I  would  want  simply,  as  a  supervisin/s^ 
officer,  that  the  companies  should  show  me  the  exact  iacts.  If  any  com- 
pan/'s  capital  is  sunk  in  advertisements,  or  in  agencies,  or  in  rents,  or  if 
they  sink  it  in  the  Hudson  river,  recognize  the  fact  that  it  is  sunk;  call 
in  your  certificates  of  stock  and  reduce  them  fifty  per  cent,  if  half  of  the 
capital  is  gone;  or  if  the  whole  is  gone,  then  abolish  all  your  capital,  and 
don*t  claim  that^'ou  have  any  capital  in  existence. 

My  objection  to  this  theory  of  sinking  the  capital,  is  my  objection  to 
error,  and  to  falsehood,  and  to  untruth.  It  is  fundamental;  it  is  inherent. 
I  do  not  belfeve  in  any  corporation  or  company  claiming  a  ca))ital  which 
they  have  not  got.  I  do  not  want  to  see  upon  the  asset  side  of  a  corpora- 
tion's balance  sheet  the  hope  that  they  are  going  to  build  up  busine.ss  in 
the  future  which  is  going  to  pay  back  this  capital.  All  that  is  mere 
delusion,  which  the  history  of  the  companies  in  Great  Britain  has  demon- 
strated over  and  over  again.  And  I  can  tell  gentlemen,  if  they  want  to 
save  their  capital,  the  way  to  save  it  is  not  to  sink  it.  The  way  to  save 
their  capital  is  only  to  impair  it  to  a  reasonable  extent:  and  the  only 
question  here  in  reference  to  this  is,  what  is  that  extent  of  reasonable 
impairment?  That  is  all.  The  theory  that  you  can  be  allowed  to  sink, 
the  whole  of  your  capital  cannot  be  maintained  in  a  court  of  justice;  it 
can  be  maintained  in  the  office  of  any  correct  supervising  officer  as  bein^ 
founded  upon  fact  of  the  real  financial  condition  of  the  company,  only 
when  the  company  is  wound  up  and  put  in  the  hands  of  a  receiver.  I 
repeat,  that  I  see  no  one  single  good  reason  for  making  any  distinction 
at  all  in  reference  to  the  capital  cf  life  insurance  companies,  from  that  of 
marine  and  fire  insurance,  or  of  banks.  Any  proper  statement,  any  proper 
balance  sheet  of  a  financial  corporation  should  exhibit  on  one  side  the 
capital  of  the  company  as  a  liabilityi  and  upon  the  other  side  all  of  its 
assets. 

Some  of  the  stock  companies  have  referred  to  the  period  of  my  admin- 
istration of  the  department,  under  the  idea  that  the  plan  was  sanctioned 
at  that  time  that  a  life  company  could  impair  its  capital.  I  would  simply 
say,  upon  that  subject,  that  there  never  waa  any  assent  or  understanding^^ 
on  the  part  of  the  department,  at  any  time  that  a  company  could  impair 
its  capital,  beyond  a  reasonable  amount  of  impairment  for  the  purpose  of 
establishing  its  business.  There  has  been  established  in  our  state  by 
statute,  20  and  25  per  cent  for  fire  and  marine  companies;  but  there  has 
been  no  margin  established  for  life  companies;  and  I  don't  know  of  a 
single  statute  in  any  state  upon  the  subject. 

The  proposition  that  I  have  made  upon  the  subject,  perhaps  is  not  the 
best;  1  have  only  thrown  it  off  for  your  consideration.  But  in  one  sense 
it  is  a  great  deal  more  liberal  than  to  allow  companies  to  sink  their 
capital  stock.  It  is,  that  companies  should  be  allowed  to  impair  their, 
capital  to  the  extent  of  20  per  cent,  whether  they  are  fire,  marine  or 
life.  Then  you  are  upon  some  basis  on  that  subject.  Recognizing  the 
peculiar  questions  of  recuperation  in  life  insurance  companies,  as  far  as 
the  reserve  is  concerned,  the  proposition  is  made  to  allow  them  to  impair 
the  reserve  10  per  cent.  Then  the  extent  of  the  impairment  would,  in  a 
little  while,  exceed  any  ordinary  impairment  of  capital.  And  the  rule  is 
universal.  You  simply  say  to  all  companies,  stock,  mutual  or  mixed,  or 
whatever  they  may  be,  *'you  are  allowed  to  impair  your  capital  20  per 
cent  and  your  reserve  10  per  cent,  before  we  will  give  you  into  the  hands 
of  a  receiver  and  close  you  up."  I  have  put  into  the  paper  that  I  have 
prepared  the  practical  operation  of  this  in  existing  companies. 

The  reason  for  that  proposition  is  that  the  power  of  a  company  to 
recuperate  is  in  proportion  to  the  extent  of  its  reserve.  The  greater  the 
reserve,  the  greater  is  the  power  of  recuperation ;  and  you  allow  them  to 
impair  their  reserve  to  the  extent  that  the  poMrer  exists  to  recuperate  and 
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get  into  ft  htalthy  condition.  But  I  certminlj  would  not  cut  them  off 
from  issuing  new  policies.  It  would  be  like  asking  a  sick  man  to 
recuperate  while  you  are  cutting  off  the  air  which  he  breathes.  I  would 
certainly  allow  a  company  that  was  in  this  condition  to  issue  new 
policies  to  anybody  who  chose  to  take  them,  there  being  of  course  no 
misrepresentation  about  the  condition  of  the  company.  If  anybody  has 
confidence  enough  in  the  future  of  the  company  to  take  new  policies,  I 
certainly  would  not  prohibit  the  company  from  issuing  them,  because 
that  is  one  of  the  very  first  means  of  recuperation. 

Mr.  Chairman,  I  do  not  propose  to  make  any  extended  remarks.     I 
have  been  exceedingly  pleased  at  the  willingness  of  the  delegates  present 
to  listen  to  the  speeches  that  have  been  made  upon  the  subject.    And  I 
maj  say  that  I  have  seen  somthing  more  than  a  willingness  to  learn  all 
the  facts  connected  with  the  subject,  I  have  actually  seen  an  anxiety  on 
the  part  of  those  delegates  to  get  at  the  precise  fact  and  the  precise  truth 
in  regard  to  the  subject,  and  to  act  up  to  that  when  they  have  discovered 
it   I  see  in  this  the  presage  of  getting  upon  the  right  track  upon  this 
question  and  upon  all  other  questions;    because  that  disposition  is  the 
necessary  preliminary  to  arriving  at  a  just  conclusion  upon  almost  any 
subject    This  is  especially  necessary  for  the  reason  that  this  body  is 
iimply  one  that  exists  to  a  certain  extent  as  a  voluntary  association.     If, 
vhenyou  pronounce  here  upon  a  rate  of  interest  or  upon  a  table  of  mor- 
tality, you  had  jurisdiction  over  the  United  States  of  America,  it  would 
be  a  different  situation  from  the  one  which  you  occupy  at  the  present 
time.    But  after  you  have  passed  your  vote,  even  if  it  should  be  unani- 
mous, the  g^at  work  is  beyond  that.     You  have  in  each  state  150  or  200 
men,  with  individuul  and  separate  judgments  who  are  to  pass  upon  it, 
and  whose  concurrence  is  necessary  in  order  to  put  your  decision  in 
practical  operation.     So  that  whatever  conclusion  is  arrived  at  on  this 
subject,  it  must  be  to  a  great  extent  a  matter  of  common  agreement, 
upon  which  you  are  quite  or  nearly  unanimous  in  your  conclusions. 
And  I  hope  and  trust  that  the  conclusion  that  you  arrive  at  will  be  unani- 
mous upon  both  of  these  questions,  the  most  important  questions  that 
rou  have  before  you  for  consideration ;   because,  being  unanimous,  and 
going  before  the  country  as  the  unanimous  expression  of  this  body,  they 
will  have  great  weight  with  the  different  state  legislatures  of  the  Union. 
Although  I  do  not  even  then  anticipate  that  the  legislatures  in  all  the 
states  are  going  to  follow  out  your  recommendations.     It  may  take  some 
jears  to  acoomplish  that,  but  undoubtedly  there  will  be  quite  a  general 
aoquiesence. 

I  will  indulge  in  one  or  two  comments  upon  the  figures  that  I  have 
made.  My  brother  Clarke  has  remarked  that  he  takes  care  of  his  own 
figures.  I  do  not  propose  to  take  care  of  mine  all  the  time;  I  think  I 
ha?e  made  them  so  that  they  will  take  care  of  themselves. 

In  reference  to  the  remark  of  my  friend  Mr.  Goodsell  to-day  as  to  the 
correctness  of  the  standard  of  interest  upon  the  average  assets  of  the 
companies  for  this  purpose,  you  well  recollect  that  Mr.  Goodsell  took  the 
position  that  the  amount  of  the  interest  received  upon  the  average  assets, 
which  we  can  call  the  assets  of  the  year,  because  they  are  the  assets,  was 
not  the  correct  basis  upon  which  to  compute  its  interest.  He  took  the 
ground  that  you  ought  to  apply  all  the  interest  paid  during  a  year  to  pay 
interest  on  the  reserve.  For  instance,  you  take  the  Connecticut  Mutual ; 
I  belicFe  they  claim  a  surplus  of  about  $9,000,000  over  their  reserve. 
According  to  his  theory  you  would  take  the  interest  which  was  paid 
(during  the  year  upon  this  $9,000,000,  and  all  that  was  paid  upon  the 
other  $3,000,000,  and  compute  the  percentage  upon  the  reserve.  You 
would  apply  all  of  this  interest  to  the  reserve,  and  the  result  would  be 
I^robably  an  interest  of  10  or  12  per  cent  that  the  company  would  receive. 
Now  I  stated  in  my  paper  that  a  great  many  companies  received  interest 
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Upon  their  surplas,  which  of  course  was  not  required  for  the  sc^vency  of 
the  companj.  It  does  not  enter  into  the  conclusion  ut  all ;  all  that  is  excels. 
We  are  now  only  trying  to  get  at  safety,  hut  the  learned  gentleman  who 
spoke  upon  the  subject  admitted — or  whether  he  admitted  or  not,  such  is 
the  fact — that  to-day,  in  the  state  of  New  York,  from  twenty  to  twenty- 
five  of  the  companies,  more  or  less,  are  short  on  their  reserve,  and  all  of 
their  assets. is  not  enough  to  make  up  their  reserve.  Then,  of  course, 
if  you  compute  the  interest  of  a  company  that  has  not  its  full  reserve,  and 
credit  them  interest  on  all  their  assets,  that  of  course  must  be  your  stand- 
ard. So  that,  in  looking  to  the  future  the  point  is  not  how  much  surplus 
they  have  and  how  much  interest  on  it,  but  how  much  interest  they  will 
get  on  the  assets  in  their  hands.  That  is  the  true  question  upon  this 
subject  which  has  a  bearing  upon  the  table  of  mortality  and  the  rate  of 
interest  to  be  assumed  in  their  calculation.  It  is  not  gomg  into  the  ques- 
whether  certain  assets  bear  interest  or  not.  I  simply  take  a  company  that 
has  $100,000  of  assets  and  if  they  receive  $6,000  a  year  on  that,  I  say 
that  that  company  receives  six  per  cent  I  simply  accord  the  facts  in  those 
tables.  I  do  not  inquire  into  the  disease  or  the  cause  of  it.  I  do  not 
inquire  into  the  nature  of  the  assets,  or  the  reason  why  they  have  not 
received  interest  on  them.  I  am  simply  giving  you  the  combined 
experience  of  the  companies  upon  the  actual  interest  they  receive  upon 
their  actual  assets.  And  the  tables  are  approximately  and  entirely 
accurate  for  this  purpose. 

Another  gentleman,  and  I  believe  the  same  one,  indulged  in  another 
criticism,  that  the  tables  did  not  include  interest  on  deferred  premiums. 
Now  that  is  a  very  small  item  in  itself,  and  if  these  companies  returned 
the  interest  included  in  deferred  premiums  as  premiums,  of  course,  it  is 
not  in  this  table  and  there  is  no  way  to  get  at  it.  If  the  companies  returned 
so  much  premium  and  so  much  interest,  and  included  in  the  premium  a 
small  portion  of  money  that  ou^ht  to  go  to  the  interest  account,  that  is 
the  fault  of  the  companies,  ani  it  would  not  be  found  in  this  table.  And 
you  will  find  in  these  tables  certain  slight  inaccuracies  of  that  kind.  For 
instance,  in  several  returns  you  will  find  stated,  **A11  other  income  so 
much."  It  is  impossible  to  tell  whether  that  is  correct  or  not,  and  there 
will  be  little  inaccuracies  of  that  kind.  It  will  not  be  mathematically 
accurate,  but  it  is  practically  accurate,  and  practically  represents  the 
actual  rate  of  interest  received. 

Mr.  Fackler,  who  spoke  two  or  three  days  ago,  remarked  that  the 
interest  on  deferred  premiums  would  make  a  difference  of  one  per  cent 
in  my  tables,  on  the  income  of  the  companies.  I  do  not  know  how  care- 
fully Mr.  Fackler  considered  that  table,  but  I  hope  he  will  not  base  any 
actuarial  calculations  upon  figures  stated  in  that  way.  He  would  make 
out  according  to  that,  that  the  interest  on  deferred  premiums  was  one- 
sixth  of  the  aggregate  income  of  the  companies  in  that  table,  in  order  to 
make  it  one  per  cent,  which  is  absurd.  This  addition  to  the  income 
would  be  almost  infinitessimal.  It  would  affect  it  slightly  in  some  com- 
panies; but  in  the  aggregate  it  would  vary  it  but  to  a  very  small  extent. 

I  believe  that  no  gentleman  who  has  spoken  upon  this  subject  has 
claimed  that  the  standard  of  ^}4  pcr  cent  was  unsafe;  and  it  was 
remarked  by  the  superintendent  of  New  York  that  he  wished  to  know 
just  how  high  a  rate  pf  interest  could  be  safely  assumed  for  the  purpose 
of  solvency.  He  wanted  to  get  precisely  at  that  amount.  Now  this 
testimony,  if  I  have  recollected  it  correctly  and  got  at  the  substance  of  it, 
the  testimony  of  all  these  gentlemen,  even  of  Mr.  Wright,  who  said  so 
much  about  5  per  cent  being  safe,  is  that  4}i  and  5  is  perfectly  safe.  It 
ranges  from  4 >i  to  5,  as  being  the  standard  for  perfect  safety.  Now,  if 
we  take  4  per  cent,  these  gentlemen  who  are  in  the  stock  companies 
claim  that  we  are  squelching  them  out  and  preventing  them  almost  from 
doing  business.    And  it  is  hard  for  them  to  do  business  and  keep  a  4  per 
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cent  reserre.    And  what  right  have  you — what  legal  right— > what  right 
caiD  jrou  justify  in  a  court  when  this  question  comes  up  on  its  merits 
df  navo^  as  it  may  come  up  in  some  of  the  states,  and  as  it  comes  up  in 
ai!  states  where  tnere  is  no  standard  of  mortality?    What  is  the  question 
that  comes  up  in  court  as  to  the  solvency  or  insolvency  of  a  company? 
It  is  what  rate  of  interest  can,  with  certainty,  be  realized  in  the  company. 
And  a  court  will  not  declare  a  company  insolvent  on  any  lower  rate  of 
interest    according   to    general   lef^ai   principles,    than    prevail   in    all 
corporations.     You  take  any  state  in  the  union  where  there  is  no  legal 
standard,  and  you  convince  the  court  and  jury  that  even  ^ye  per  cent  is 
safe,  that  it  is  certain  to  be  realized  in  the  company  in  the  tuture,  and 
you  cannot  turn  that  company  over  into  the  hands  of  a  receiver;  you 
could  not  get  a  verdict,  and  why  ?    Because  it  is  not  insolvent    The 
company  can  demonstrate  that  it  is  going  to  get  so  much.    Now  what  is 
it  best  to  do,  taking  these  opinions  here,  some  claiming  a  six  per  cent 
rate  for  a  reserve?    It  seems  to  me  very  plain  that  your  true  course  is  to 
take  a  rate  of  interest  that  you  are  sure  will  create  a  reserve    high 
enoi:^h  for  safety;  and  you  are  perfectly  certain  of  that  upon  a  4>^  per 
cent  reserve.     You  might  be  sale  upon  5  per  cent,  but,  in  order  to  be 
entirely  certain  in  this  respect,  you  take  4>^.    But  suppose  the  convention 
resolves  unanimously  to  take  the  Actuaries  table  and  4  per  cent    I 
would  like  to  see  the  men  powerful  enough  to  hold  the  Afississippi 
Valley  states  and  the  central  states  to  the  patent  absurdity  to  business 
men  that  it  is  necessary  to  assume  a  4  per  cent  basis  on  fife  insurance 
calculations.     I  tell  you  you  cannot  do  it.    The  combined  influence  of 
the  convention  is  utterly  incapable  of  persuading  the  legislatures  of 
those  states,  and  will  be  for  the  next  ten  or  fifteen  years,  that  it  is 
necessary  to  reserve  on  life  insurance  calculations  at  4  per  cent.    I  think 
it  will  be  extremely  difficult  to  hold  them  to  4|^  percent;  but  I  think 
you  can  do  it  for  a  good  many  ye^rs  if  you  are  unanimous  in  your 
action.     But  I  think  it  will  be  difficult  to  convince  men  who  are  paying 
8  and  10  per  cent  on  bond  and  mortgage,  that  in  life  insurance  it  is  not 
safe  for  us  to  assume  any  more  than  four  per  cent.     ''We  must  charge  so 
much  premium.    Of  course  you  pay  nine  or  ten  per  cent  on  mortgage,  but 
we  cannot  give  you  any  dividend  because  we  have  got  to  reserve  upon 
the  assumption  of  getting  only  4)^  per  cent'*    You  cannot  do  it    Those 
men  are  too  sharp ;  they  are  too  long-headed.    They  do  not  care  for  the 
X%  the  DX's  and  the  N  X;   columns  and  computation  columns  and 
all  these  calculations.    Their  business  rules  transcend  all  the  learning  of 
the  actuaries  on  this  question,  and  they  will  come  right  to  the  correct 
conclusion,  and  all  the  X*s  and  Z*s  in  the  alphabet  won't  carry  them  that 
way — it  is  utterly  impossible  to  do  it     I  have  met  these  men;  I  have 
seen  them  face  to  face  in  their  legislatures ;  I  have  seen  them  in  their 
business  circles;  and  the  physical,  the  intellectual    and  the   business 
power  of  the  United  States  is  gravitating  towards  the  valley  of  the 
Mississippi.    We  are  attempting  here  to  recommend  legislation  for  all 
the  states  of  the  union,  and  you  should  do  it  in  such  a  way  that  it  will 
commend  itself  not  alone  to  the  judgment  of  the  next  legislatures  of 
those  states,  but  to  the  judgment  of  the  succeeding  legislatures  for  a 
period  often,  fifteen  or  twenty-five  years;  and  you  can  do  it  only  by 
hitting  the  exact,  real,  truthful,  solid  and  business  medium  upon  this 
question.     If  you  don't  don't  do  that,  they  certainly  will  object  to  your 
judgment. 

Mr.  Gaines  :  Mr.  Barnes  nas  brought  us  just  to  the  point  that  for  four 
days  I  have  been  waiting  for.  While  I  have  been  studying  with  all  the 
brains  that  I  hare  got,  and  in  view  of  the  report  that  I  have  got  to  make 
when  I  get  home,  to  see  how  life  insurance  policies  can  be  made  safe, 
Mr.  Barnes  has  told  us  how  to  pay  dividends  to  the  policyholders. 
That  is  the  very  thing  that  we  do  not  want  to  consider.     We  want 
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dividends  out  of  t!ie  question ;  but  we  want,  when  the  sods  fall  on  the 
lid  of  a  coffin,  to  know  that  the  man's  money  shall  come  upon  the  policy. 
Now  he  says,  that  you  cannot  persuade  the  men  in  the  Mississippi  valley 
to  accept  such  a  rate  for  estimating  the  reserve,  aswill  in  one  respect  cost 
them  money.  He  says  in  the  first  place,  that  they  know  their  money 
will  produce  more  interest;  and  in  the  next  place,  that  these  policy- 
holders will  look  to  the  amount  of  dividends  they  are  going  to  get. 
Practically  what  is  the  effect  of  taxation  on  the  premium?  W^hen  a 
legislature  taxes  two  per  cent  upon  the  gross  premium  receipts  of  a  com- 
pany in  a  state,  can  it  be  supposed  that  they  are  such  assea  as  not  to 
know  that  that  two  per  cent  comes  out  of  their  dividend  ?  Now,  when 
the  legislators  have  given  us  a  precedent  by  taxing  the  dividend,  it  can- 
not be  for  a  moment  supposed  that  the  legislators  of  those  states — at  least 
in  enacting  bills  upon  insurance — ^will  consider  for  one  moment^  whether 
it  is  a  dividend,  or  what  it  is  going  to  be?  They  want  companies  organ- 
ized in  their  states,  but  they  are  not  particularly  anxious  to  put  up 
money  to  make  these  policies  good.  They  want,  when  companies  in 
other  states  go  into  those  states  and  take  every  dollar  of  their  ready 
money  and  hold  it  in  their  coffers,  that  when  the  obligations  made  in 
other  states  mature,  the  money  shall  come  down.     [Applause.] 

Now,  gentlemen,  I  confess  that,  as  far  as  I  am  concerned,  I  have  got 
the  hardest  job  of  all  of  you;  and  when  I  proposed  to-day  that  a  vote  be 
taken  on  this  this  question,  it  was  in  view  of  the  fact,  that  as  important 
as  your  actuaries  may  regard  this  subject,  there  are  others  more  impor- 
tant yet  to  us.  I  hold  it  to  be  more  important  that  we  have  any  single 
article  of  legislation  to  any  general  point  of  insurance,  than  that  we  con- 
sume all  the  time  of  this  convention  determining  what  we  shall 
or  shall  not  do  upon  one  particular  point.  We  want  legislation,  and 
that  is  what  we  have  not  got,  and  have  not  been  able  to  get.  For  two 
sessions  there  has  been  an  insurance  bill  before  the  legislature  of  Louisi- 
and  it  cannot  be  passed.  Now  it  is  said  that  this  may  possibly  be 
postponed.  Take  my  word  for  it,  gentlemen,  as  one  knowing  those 
people  better  than  you,  that  if  this  convention  leaves  this  city  without 
definite  action  upon  ail  important  points,  it  will  never  be  repre- 
sented again  from  the  states  south  of  Louisville.  They  are  not  a  people 
to  extend  time  and  thought  and  to  postpone  action  without  some  iruitful 
results.  If  the  legislature  of  Louisiana  enact  an  insurance  law  this  year 
and  make  four  per  cent,  tour-and-a-half  per  cent  or  five  percent  their 
basis,  I  think  it  will  be  utterly  impossible  to  get  that  legislature  to  ever 
again  take  up  one  single  point  in  that  bill.  Hence,  if  it  be  possible  to 
suggest  to  the  legislatures  of  all  the  states  of  the  union  unanimous  action 
upon  any  one  single  point  connected  with  insurance,  ot  any  character, 
for  God*s  sake  let  us  have  that  one  point  settled.  If  a  bill  be  drafted 
embracing  but  the  one  single  point  that  there  shall  be  an  insurance 
department,  that  is  very  much.  If  3-ou  add  to  that  that  there  shall  be 
uniformity  in  the  reports  by  insurance-companies,  that  is  a  great  deal. 
There  are  a  great  many  things  which  may  be  harmonized,  settled  and 
arranged  definitely  in  this  bill  which  it  is  proposed  to  send  out  to  the 
state,  besides  the  question  of  the  basis  of  the  calculation  of  reserve;  and 
my  hope  is  that  if  we  cannot  come  to  a  conclusion  upon  this,  we  may 
compromise  so  as  to  accomplish  something  and  throw  something  into 
that  bill. 

Mr.  Harvey,  of  Illinois :  With  your  permission,  I  would  like  to  inquire 
of  Mr.  Barnes  whether  the  states  of  Illinois  and  Ohio  can  be  counted  as 
in  the  Mississippi  valley.     He  says  it  is  a  practical  absurdity  to  ask  the 

feople  of  the  Mississippi  valley  states  to  adopt  4  per  cent  as  the  standard, 
f  I  recollect  rightly,  Ohio  requires  4  per  cent;  Illinois  does,  I  know; 
Missouri  has  adopted  a  ^j4  per  cent  standard.  I  think  there  is  no 
absurdity  in  the  legislatures  of  those  states  adopting  those  standards  of 
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▼aluiition.  I  know  that  in  the  state  of  lUinoiB  4  per  cent  it  preferred  bj 
a  majority  of  the  companies,  and  by  the  people  of  the  state.  If  I  am 
wrong  in  counting  those  states  in  the  Mississippi  valley  I  will  apologize. 

Mr.  Barnes  :  The  gentleman  has  been  west,  I  believe,  ionfi:er  than  I 
have.  I  have  been  there  but  two  or  three  times,  and  I  am  willing  to 
accept  his  statement  in  regard  to  local  geographical  matters.  But  he  is 
entirely  wrong  except  as  to  Illinois.  Ohio  has  no  standard,  but  they 
have  adopted  the  English  Life  table  Ko.  3,  at  5  per  cent,  the  or  Actu- 
aries' at  4  per  cent. 

Mr.  Williams,  of  Ohio :  That  is  correct  as  far  as  Ohio  is  concerned. 

Mr.  Barnss  :  In  reference  to  the  state  of  Louisiana,  I  believe  the  bill 
reported  last  winter  recommended  4>i ;  and  that  was  also  recommended 
in  the  bill  in  Arkansas.  No  state  out  of  New  England  has  adopted  the 
Actuaries  four  per  cent  except  Illinois  and  Iowa. 

Mr.  Gaines  :  I  have  not  the  Louisiana  bill  with  me,  and  I  do  not 
remember  all  the  provisions.  But  there  is  the  lamentable  fact,  which 
Mr.  Barnes  perhaps  did  not  have  reported  to  him  in  all  the  information 
he  got,  that  the  committee  of  the  legislature  upon  that  bill  requested,  by 
publication  in  the  newspapers  of  New  Orleans,  to  have  all  the  insurance 
men  of  the  city  came  to  their  rooms  and  confer  with  them  on  the  subject, 
and  not  one  single  man  went  That  is  a  positive  fact,  of  which  I  am  a 
living  witness. 

Now  the  probability  is  that  a  great  many  points  in  that  bill  were  taken 
from  once  place  and  another  and  put  in  there,  and  the  members  of  the 
Legislature  were  not  inf»tructed  as  to  the  bearings  of  this  question  of 
four  and  four-and-a-half;  but  if  the  four-and-a-half  per  cent  were  in  the 
bill,  and  the  bill  did  not  pass,  how  far  that  point  affected  the  loss  of  the 
bill  before  the  legislaiure  cannot  be  determined. 

What  killed  the  Bill  in  the  legislature  was  really  that  a  tax  of  two  per 
cent  on  premiums  was  to  be  paid  to  the  insurance  commissioner,  but 
nothing  was  said  about  what  he  should  do  with  it;  and  when  the  bill 
came  up  on  its  passage,  that  point  was  sprung  on  them,  and  the  bill  was 
lost 

Mr.  BAR2VSS :  As  far  as  the  standard  of  interest  is  concerned,  I  am 
entirely  positive  that  it  was  4^  per  cent,  for  I  have  a  printed  copy  of  the 
bill. 

Mr.  Clarke,  of  Massachusetts:  In  his  remarks  to  us,  Mr.  Barnes  has 
said  something  about  the  impairment  of  capital ;  and  he  has  very  properly 
stated  that  a  company  should  not  have  the  credit  of  having  $500,000  or 
$1,000,000  capital,  when  in  fact  half  of  it  is  sunken.  I  would  like  to 
inquire  of  Mr.  Barnes  how  he  would  represent  the  assets  of  that  company, 
and  aUo  its  financial  standing? 

Mr.  Barites  :  In  the  simplest  way  in  the  world,  if  I  understand  you,  by 
putting  the  assets  on  one  side  and  the  liabilities  on  the  other. 

Mr.  Clarkb:  My  point  is  this:  Suppose  a  company  has  $1,000,000 
capital  nominally,  and  it  has  sunk  $500,000— in  other  words,  $500,000, 
has  been  required  to  make  good  its  reserve.  In  making  a  financial  state- 
ment of  such  a  company,  I  desire  that  you  should  explain  how  you  would 
represent  its  capitaL 

Mr.  Barnss  :  Well,  any  balance-sheet  will  represent  the  capital,  of 
course,  at  par  in  any  tabular  statement.  In  a  report  I  should  state  its 
impairment  to  the  extent  that  it  was  impaired  in  fact.  I  don't  see  that 
it  alters  the  statement.  Of  course,  the  statement  has  on  the  one  side 
assets,  and  on  the  other  the  liabilities :  add  up  all  the  liabilities  except 
the  capital,  and  then  say,  **  capital-liabilities  so  much,  making  the 
grand  liability — so  much;"  but  classifpring  them  to  contra-distinguish 
the  capital-liability  from  the  other.  If  I  rightly  comprehend,  it  is  the 
same  thing  that  has  been  done  by  New  York  companies  for  ten  or  twelve 
jears. 
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Mr.  CLxmne :  I  nnderttand  that  fully,  I  eot  the  impression  from  some- 
thing that  was  dropped  in  the  course  of  Mr.  Barnes's  remarks,  that  he 
would  not  represent  the  million  dollars  capital  which  the  company  had 
-but  only  such  portion  as  remained  intact.  Perhaps  I  got  a  wrong 
impression  from  his  words. 

Mr.  BARincs:  Mr.  Clarke  has  confounded  with  that  my  theoretic 
report  that  I  was  speaking;  of,  in  reference  to  legislation.  I  would  not 
want  to  recognize  in  legislation  that  a  company  could  sink  its  capital, 
and  still  be  retained  as  a  company  intact.  I  don't  believe  if  you  experi- 
ment upon  that  subject,  you  will  come  to  any  other  conclusion,  than  to  add 
up  all  the  assets  of  the  corporation  except  its  capital  on  the  liability  side, 
and  then  put  in  the  capital  at  so  much,  and  then  balance  the  account  as 
so  much.  Everything  on  the  one  side  is  assets,  and  on  the  other  side, 
all  the  liabilities  except  capital,  and  then  capital;  all  of  the  assets 
being  good  as  far  as  policyholders  are  concerned,  but  as  far  as  a  finan- 
cial or  legal  exhibit  of  the  status  of  the  corporation  is  concerned,  you 
want  to  put  the  capital  in  the  shape  that  it  is  in.  And  our  Nev  York 
rule  has  been  invariably,  as  it  is  now  in  the  Chicago  fire,  *^  reduce  your 
capital  or  pay  up,  so  that  you  represent  the  facts  relating  to  your  capital 
precisely  as  they  are.  If  you  represent  a  million  of  capital,  show  as 
your  million  of  dollars,  or  your  million  of  assets — not  upon  the  English 
theory  of  $5oaooo  paid  up,  and  $50,000,000  authorized  capital  and 
uncalled  for."    It  is  simply  to  get  at  the  actual  positive  facts. 

Mr.  Clarke  :  My  object,  Mr.  President,  in  raising  the  question,  was 
to  elicit  Mr.  Barnes's  full  explanation.  It  is  exactly  in  accordance  with 
my  practice,  and  the  usage  of  the  New  York  department  is  the  same  as 
tn  Massachusetts. 

And  I  would  say  here,  that  I  believe  fully  that  the  theory  which  has  been 
broached  and  pressed  upon  me  during  the  last  two  or  three  years,  that 
capital  IS  not  a  liability,  is  one  of  the  most  transparent  fallacies  in  the 
world.  I  fully  coincide  with  Mr.  Barnes's  explanation,  and  I  am  very 
glad  I  raised  the  question,  because  he  has  made  it  clearer  to  those 
present. 

Before  we  adjourn,  I  desire  to  call  the  attention  of  those  here  to  a  matter 
which  perhaps  it  may  be  proper  to  consider  in  the  publication  of  the 
report  of  this  convention.  Mr.  Harvey,  of  Missouri,  has  here  a  diagram, 
E  very  valuable  thing  In  itself,  which  I  hope  maybe  reproduced  in  smaller 
form  and  be  published  with  the  report  in  connection  with  this  discussion, 
for  I  know  that  it  possesses  value  as  illustrating  the  comparative  differ- 
ences between  the  Actuaries'  or  Combined  Experience  table  and  the 
American  and  others;  and  if  it  is  in  order,  I  will  move  that  that  diagram 
be  transferred  to  a  small-sized  plate,  and  be  printed  with  the  report  of 
this  convention. 

The  motion  was  seconded  by  ^Ir.  Gaines,  of  Louisiana,  and, 
being  put  by  the  chair,  was  carried. 

Mr.  MiLLKR,  of  New  York :  Before  this  subject  gets  cold,  which  has 
been  referred  to  just  now  by  the  gentlemen  last  up,  I  would  like  to  press 
the  inquiry  a  little  further  on  than  either  of  those  gentlemen.  As  I  first 
understood  the  query  put  by  Mr.  Clarke  to  Mr.  Barnes,  I  supposed  he 
meant  the  thought  which  has  occurred  to  me,  though  I  have  some  doubts 
of  it  now,  and  that  is  the  propriety  of  announcing  in  an  official  report 
or  in  any  way  that  a  company  has  a  capital  of  any  given  amount,  when 
perhaps  a  large  percentage — it  makes  no  difference  what  percentage — of 
it  has  no  existence  as  capital,  but  has  gone  into  the  reserve.  If  it  requires 
50,  60,  75,  or  90  per  cent,  as  it  does  in  some  cases,  of  the  capital  to  make 
{]:ood  the  reserve,  why  should  the  company  have  the  benefit  of  the 
announcement,  except  for  the  remaining  percentage? 
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Mr.  Bakivks  :  At  the  honorable  superintendent  refers  to  me  In  that 
remark,  I  reply,  that  I  would  not  give  them  the  credit  unless  I  coupled 
with  it  the  statement  that  the  capital  is  impaired.  I  would  put  them  both 
together  according  to  the  fact. 

Mr.  Miller:  I  believe  there  has  never  been  a  practice  of  that 
kind  either  in  Massachusetts  or  New  York,  except  as  a  mere  deduction 
from  the  figures.  The  capital  is  announced  —  and  I  think  there 
is  no  stata  where  the  rule  is  different — the  capital  is  announced  at  the 
original  amount,  no  matter  what  the  impairment  It  stands  at  the  head 
of  an  advertisement  that  there  is  a  capital,  for  instance,  of  $100,000,  while 
90  per  cent  or  99  per  cent  of  it  has  been  absorbed  to  make  up  the  reserve. 

Mr.  Clarke  :  I  would  state  that  Mr.  Barnes  has  said  truly  that  there 
are  no  Jaws  upon  the  statute  books  of  our  state  providing  that  a  life 
insurance  company  shall  be  declared  insolvent,  when  its  capital  is 
impaired.  In  other  words,  the  entire  capital,  under  the  laws  of  Massa- 
chusetts, and  the  same  provision  exists  in  other  states,  is  to  be  included 
in  the  assets;  and  whenever,  including  the  capital  in  that  way  in  the 
aggregate  assets,  the  reserve  of  the  company  is  impaired,  then  our  law 
provides  that  the  company  shall  cease  issuing  policies.  In  our  state,  the 
practice  has  been  to  represent  in  the  reports  of  the  department  the  capital 
ofall  the  fire  and  marine  companies  as  it  stands,  and  also  to  state  in 
tabular  form  the  impairment  of  the  capital.  And  that  has  been  done 
because  our  law  provides  that  when  the  capital  of  a  fire  or  marine  insur- 
ance company  is  impaired  to  the  extent  of  25  per  cent,  it  is  insolvent. 
That  state  of  things  does  not  exist  in  connection  with  life  companies; 
consequently,  I  have  been  disposed  to  feel  that  my  duty  had  ceased 
officially  when  I  had  shown  the  condition  of  the  company  as  regards  its 
policyholders,  taking  no  thou^^ht  as  to  the  interests  of  the  stockholders, 
with  which  I  have  nothing  to  do  officially.  And  the  reports  from  Massa- 
chusetts difier  in  this  respect,  the  one  showing  the  surplus  as  regards 
policyholders  and  the  surplus  as  regards  stockholders — that  is,  in  con- 
nection with  fire  and  marine  companies.  In  the  life  department,  the 
surplus  as  regards  policyholders  only  is  shown;  but  every  man  can,  of 
course,  in  a  moment  ascertain  exactly  how  his  company  stands  in  regard 
to  its  stockholders.  That  is  a  point  which,  under  our  law,  seems  to  be 
beyond  the  jurisdiction  of  the  commissioner;  consequently,  that  peculiar 
feature  in  the  financial  status  of  life  companies  does  not  appear. 

Mr.  Barnes:  I  would  state  in  this  connecJon,  that  the  state  of  New 
Hampshire  has  expressly  provided  by  statute,  that  capital  shall  be 
treated  as  liability.  That  I  believe,  is  the  only  state  in  the  Union  that 
has  legislated  upon  that  subject. 

Mr.  J-  B.  Ecclesins  (as  alternate  for  Mr.  Hartranft)  :  I  would  like 
to  ask  leave  to  offer  a  lew  suggebtions  on  this  subject,  of  ihe  impairment 
of  capital. 

It  has  been  asserted  here,  and  the  question  arose  before  Mr.  Barnes's 
remarks,  that  a  company  ought  to  be  declared  insolvent,  when  its  capital 
was  impaired.  And  the  question  before  the  convention,  as  I  understand, 
was  how  far  that  capital  might  be  impaired,  before  the  company  should 
be  wound  up?  Now,  there  is  a  great  deal  of  inconsistency  in  regard  to 
that  point  in  this  state.  According  to  the  laws  of  the  state  of  New  York, 
no  company  can  be  organized,  without  first  depositing  $100,000  of 
capital  with  the  state  department.  It  is  then  permitted  to  go  on  upon  its 
own  resources,  and  obtain  what  business  it  may  without  the  aid  one 
dollar  of  that  capital.  That  capital  is  lodged  there  safely  with  the 
superintendent  of  the  insurance  department,  and  none  of  the  very  en*  r- 
getic,  active,  and  enterprising  officers,  can  do  anything  on  that  capital. 
It  is  evidently  put  up  there,  according  to  the  scope  and  object  of  the  law, 
to  be  a  permanent  guarantee  for  the  policyholders.  If  capitalists  do  not 
like  to  go  into  the  business  of  life  insurance  upon  these  conditions,  they 


ean  let  it  alone.  If  thej  go  on  for  »  jrear  or  two  jears,  and  It 
then  appears  from  their  report  to  ttie  superintendent,  that  they  are 
behind  their  reserve  twenty  or  thirty  per  cent  upon  the  capital  amount, 
it  seems  to  me  an  error  to  say  that  their  capital  is  impaired.  It  would 
seem  to  be  an  error,  to  permit  it  even  to  be  impaired  legally.  If  it  is 
necessary  to  put  up  that  guarantee  in  the  beginning,  in  order  to  enable 
thirteen  or  more  persons  to  commence  life  insurance,  and  to  insure  one 
individual,  surely  it  ought  to  be  preserved  intact,  always  as  some  guar- 
antee for  the  policies.  But,  instead  of  stating  that  the  capital  of  the 
company  was  impaired,  it  would  certainly  be  within  the  province  of  the 
superintendent  of  the  department,  to  say  that  the  reserve  was  insuffi- 
cient, and  to  call  upon  the  company  immediately  to  fill  up  that  reserve 
— to  keep  the  capital  intact.  Certainly,  the  superintendent  of  the  depart- 
ment knows  well,  that  the  capital  of  the  company  fails  here,  being 
securely  deposited  in  his  safe-chest,  was  not  impaired,  but  the  company 
had  gone  behind ;  they  had  spent  the  money  that  they  collected  from 
their  policyholders,  and  their  reserve  was  impaired,  or  it  was  not  suffi- 
cient, or  was  not  in  existence.  I  would  respectfully  suggest  to  this  com- 
mittee, that  if  there  is  any  legislation  designed  at  present,  they  should  so 
shape  it  as  to  alter  that  phraseology,  so  that,  instead  of  saving  how 
much  of  the  capital  may  be  impaired,  or  how  far  a  company  may  go 
before  they  are  stopped,  you  will  rigidly  hold  the  capital  against  any 
impairment. 

Mr.  Harvby,  of  Missouri :  I  want  light,  too,  on  this  subject,  and  I 
desire  an  answer  to  this  question.  We  will  take  it  for  granted  that  it  is 
the  practice  of  most  of  the  states  not  to  trust  capital  as  a  liability,  and 
that  we  should  say  nothing  about  capital.  Now,  then,  why  should  we 
say  anything  about  capital  as  a  liability  in  a  fire  company?  I  do  not 
quite  understand  the  diflference  between  the  two. 

Mr.  EccLBSiNB :  I  think  there  is  a  very  good  reason  why  the  capital 
of  a  l.fe  insurance  company  should  be  always  regarded  as  a  liability  in 
the  sense  of  being  an  inalienable  asset  of  the  company,  not  subject  to 
deflection  at  any  time,  kept  as  a  fund,  not  to  be  credited  in  favor  of  the 
company.  Whether  there  is  any  objection  to  the  word  '*  capital,"  as  a 
liability,  you  can  easily  vary  it  by  calling  it  a  guarantee  fund,  a  fund  not 
to  be  credited  in  favor  of  the  company,  for  the  purpose  of  making  up 
that  which  in  the  organisation  of  the  company,  it  was  not  contemplated 
that  it  should  ever  supply. 

On   motion  of  Mr.  Harvey,  of  Illinois,  the  convention  then 

adjourned. 

Note. — ^Mr.  Paikb,  of  Maine,  requests  the  Secretary  to  state,  in  the 
official  report,  at  this  point,  that  owing  to  sickness  in  his  family,  he  "was 
obliged  to  leave  New  York  at  the  close  of  the  fifth  day,  but  left  a  special 
proxy  with  another  person  to  cast  the  vote  of  Maine  on  the  question  of 
the  rate  of  interest,  etc. 


SIXTH  DAY. 


Tuesday,  October  24,  1873. 

The  convention  met  at  half  past  ten  o'clock,  A.  M.,  the  presi- 
dent in  the  chair. 

Mr.  Brkssk  of  Wisconsin :  I  hare  this  morning  to  offer  the  following 
resolution : 

Resolved^  That  provisions  for  the  amalgamation  of  such  life  companies 
as  may  desire  to  avail  themselves  of  it  should  be  included  in  the  insurance 
laws  of  the  several  states;  and  that  the  committee  on  *Uhe  winding  up 
of  companies"  be  instructed  to  devise  appropriate  legislation  for  this 
purpose. 

Referred  to  the  committee  on  the  winding  up  of  companies. 
[Mr.  Brbbsb  of  Wisconsin  in  the  chair,] 

The  PRKSIDBNT  fro  tern :  If  there  are  no  committees  to  report,  I 
suppose  the  business  to  be  taken  up  is  the  decision  of  the  report  before 
the  convention. 

Mr.  Miller,  of  New  York :  Before  that  is  proceeded  with,  Mr.  Presi- 
dent, I  have  the  following  resolution  to  submit : 

Resolved^  That  the  great  fire  at  Chicago,  involving  the  application  of 
nearly  fifty  millions  of  insurance  capital  to  the  relief  of  that  city  from 
outside  the  state  of  Illinois,  has,  in  the  opinion  of  this  conveniion,  most 
forcibly  demonstrated  these  great  truths,  among  others : 

1st.  The  importance  and  beneficence  of  a  reliable  insurance  system, 
embracing  an  amount  of  capital  adequate  to  such  emergencies,  and  as 
well  at  the  general  business  demands  of  the  country. 

and.  The  absurdity,  foUvand  injustice  of  any  state  excluding  from  its 
borders  good  companies  from  outside  its  own  limits,  or  of  imposing  as 
conditions  of  their  admission  onerous  requirements. 

3rd.  The  imperative  necessity  of  that  uniformity  and  reciprocity  which 
it  is  the  great  object  of  this  convention  to  promote. 

4th.  That  companies  should  charge  such  premiums,  as  to  lay  aside,  in 
the  daj  of  prosperity,  extraordinary  resources  to  provide  against  the 
hour  of  adversity. 

The  Prksidknt  fro  iem :  What  reference  do  you  desire  to  make  ? 

Mr.  Miller  :  I  move  that  the  resolution  lie  on  the  table. 

The  President,  >>r^ /rM  ;  If  there  is  no  objection,  the  resolution  will 
lie  on  the  table.  Is  there  any  further  business  before  we  resume  dis- 
cussion on  the  amendment  of  the  gentleman  from  Missouri  (Mr.  A.  F. 
Harvey)  to  the  report  of  the  committee? 

Mr.  MiULBR :  If  there  is  any  business  I  hope  that  it  will  be  taken  up, 
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and  that  the  discussion  will  not  proceed  until  we  have  a  full  representA- 
tion  here.  Several  gentlemen  are  in  the  city  who  have  not  jet  come  in, 
and  they  desire  to  be  heard. 

Mr.  Gaines,  of  Louisiana:  I  move  that  we  proceed  to  a  consideration 
of  the  reports  of  standing  committees. 

The  President,  fro  tern :  The  report  of  the  committee  upon  miscel- 
laneous subject,  is  upon  the  table;  if  it  be  your  pleasure,  that  report  will 
now  be  taken  up  and  considered. 

The  Secretary  proceeded  to  read  the  report ;  when 

Mr.  Caldwell,  of  Indiana,  said :  I  would  suggest  that  that  report  has 
been  already  read,  and  probably  all  the  members  understand  what  it 
contains.  I  would  like  to  proceed  to  act  upon  it  without  the  delay  attend- 
ing a  re- reading.  If  it  is  proper,  I  move  the  adoption  of  the  recom- 
mendations of  the  committee  in  regard  to  the  resolution  of  Mr.  Paine — 
to  memorialize  congress  to  amend  the  bankrupt  law,  so  as  to  exempt  life 
insurance  policies  from  its  provisions. 

The  question  was  taken  on  the  motion  of  Mn  Caldwell,  and 
that  part  of  the  report  referred  to  was  adopted. 

The  Secretary  then  read  from  the  report  of  the  committee 
the  resolution  of  Mn  Paine,  of  Maine,  in  regard  to  establishing^ 
an  intelligence  agency,  or  office,  for  marine  insurance  companies* 

Mr.  Caldwell  :  I  move  the  adoption  of  that  particular  feature  of  the 
report  of  the  committee. 

Mr.  Row,  of  Michigan:  lean  see  no  impropriety  whatever  in  pass- 
ing such  a  resolution  as  was  offered  by  the  gentlemen  from  Maine  (Mr. 
Paine).  Resolutions  of  a  similar  character  have  been  introduced  and 
passed.  It  is  simply  a  recommendation  to  the  marine  insurance  people 
that  we  consider  such  action  would  be  a  benefit  to  themselves.  We  simply 
throw  out  the  suggestion ;  and  it  seems  to  me  "^r^r-j  proper  that  a  sug- 
gestion of  that  kind,  coming  from  this  convention,  might  receive  atten- 
tion, and  that  the  companies  and  the  people  who  invest  in  marine 
insurance  might  thereby  be  benefited.  As  I  said  before,  I  can  see  no 
impropriety  whatever  in  such  a  resolution  being  passed  b^  this  conven- 
tion. It  mpy  be  a  subject  which  we  cannot  and  do  not  wish  to  regulate 
for  them  ;  we  simply  throw  out  the  suggestion,  and  they  can  take  it  up 
or  not  as  they  please. 

Mr.  Caldwell  :  Mr.  President,  I  understood  the  object  for  which  we 
had  convened  was  to  recommend  legislation  to  the  various  states,  and 
not  for  the  purpose  of  giving  any  advice  to  insurance  companies  as  to 
what  they  should  do  in  reference  to  frauds,  etc.  I  consider  the  report  of 
the  committee  very  proper. 

Mr.  Row :  Several  resolutions  have  been  passed  recommending  com- 
panies to  do  this,  that,  and  the  other  thing.  I  recollect  in  the  early- 
stages  of  the  convention  a  resolution  was  passed  suggesting  to  companies 
the  propriety  of  not  paying  dividends  or  increasing  their  premiums  in 
those  slates  which  charge  large  fees  and  taxes.  If  this  is  a  subject  for 
our  consideration — if  we  are  to  give  companies  advice  upon  that  subject 
— why  may  we  not  throw  out  a  suggestion  for  marine  insurance  com- 
panies. You  will  find  that  that  resolution  was  adopted.  It  was  offered 
by  Mr.  Harvey. 

Mr.  Gaines  :  As  these  resolutions  have  been  only  read  to  the  members 
of  the  convention,  and  they  possibly  have  not  carefully  scrutinized  them, 
I  beg  leave  to  read  the  resolution  oflfered  by  the  gentleman  from  Maine, 
(Mr.  Paine).  I  beg  that  you  will  hear  in  mind  the  duty  of  this  com- 
mittee ;  it  is  to  report  on  this  resolution  as  we  find  it.     Your  committee 
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did  not  feel  at  libertj  to  amend  Mr.  Paine's  resolution,  we  found  it  to  be 
our  duty  to  confirm  the  propnety  of  this  resolution,  or  the  contrary, 
(Mr.  Gaines  read  the  resolution  of  Mr.  Paine.) 

Mr.  Russell,  of  Iowa:  I  understand  the  question  before  the  house  is 
to  adopt  this  part  of  the  report. 

Mr.  Reynolds,  of  Alabama :  I  would  renew  the  motion  to  adopt  the 
committee  report. 

Mr.  RassBLL :  The  motion  that  was  made  is  still  binding,  as  I  under- 
stand iL  The  motion  now  stands  before  the  house  for  a  re-considera* 
tion  of  that  motion,  and  the  question  is,  shall  the  motion  pass. 

Mr.  Reynolds  :  I  believe  the  point  of  order  is  correctly  stated  by  the 
gentleman  from  Iowa  (Mr.  Russell).  If  a  re-construction  is  had,  trie 
report  is  then  before  the  house  for  action.  I  hope  this  resolution  n^ill  be 
adopted,  simply  for  a  reason  that  will  go,  I  think,  to  every  man's  heart. 
With  regard  to  this  recommendation,  it  is  simply  a  recommendation  of 
this  convention,  to  certain  underwriters,  how  to  proceed  to  keep  them- 
selves  out  of  difficulty.  This  convention,  as  I  understand  it,  is  called 
here  in  the  interest  of  the  people  of  the  United  States — and  the  policy- 
holders of  the  United  States.  And  as  the  several  states  have  taken  it  in 
hand  to  regulate  insurance,  not  for  the  purpose  of  benefiting  insurance 
companies,  but  rather  to  protect  policyholders  in  the  companies,  I 
undertake  to  say  that  this  resolution  recommending  to  these  companies, 
how  they  shall  avoid  being  swindled,  is  entirely  outside  of  the  duties  of 
this  convention.  We  certainly  do  not  recommend  legislation  to  compel 
them  to  protect  themselves  from  being  swindled.  I,  therefore,  do  not 
think  the  resolution  should  pass,  and  think  that  the  recommendation  of 
the  committee  is  just. 

Mr.  Miller:  With  a  view  to  get  at  the  wishes  of  the  gentleman  from 
Michigan  (Mr.  Row),  I  would  beg  leave  to  express  my  concurrence  with 
the  views  of  the  gentleman  from  Alabama  (Mr.  Reynolds)  upon  this 
subject.  It  seems  to  me  that  the  case  which  my  friend  Row  has  cited  ns 
a  precedent  for  the  adoption  of  such  a  resolution  as  this,  is  not  a  parallel 
one.  That  was  a  resolution  aiming;  at  the  great  object  which  we  have  in 
view — connected  with  it  directly.  What  was  it?  It  was  a  resolution  which 
looked  towards  the  accomplishment  of  an  end,  which  end  was,  the  pro- 
duction of  reciprocal  and  uniform  legislation;  and  where  a  stale  refused 
such  uniform,  or  reciprocal  legislation,  this  resolution  pointed  out  a  way 
of  reaching  the  people  of  that  state  so  as  to  bring  it  about.  You  all 
understand  the  point,  gentlemen.  Where  one  state  levies  an  ezccKsive 
tax  upon  premiums  received  in  that  state,  and  that  tax  is  paid  out  of  the 
general  office — for  instance,  of  a  mutual  company — why  that  taxes  comes 
out  of  the  policyholders  all  over  the  country.  The  paying  of  that  tax  is 
a  manifest  injustice.  It  is  not  reciprocity,  it  is  not  fairnens  to  policy- 
holders; and  I  agree  with  my  friend  from  Alabama  (Mr.  Reynolds)  that 
the  great  object  that  we  have  in  view  here  is  to  protect  the  policyholders. 
Of  course,  we  desire,  so  far  as  possible,  to  serve  the  companies,  make 
them  good,  etc. ;  but  this  being  the  primary  object  of  that  resolution, 
looking  to  that  result,  is  not  a  parallel  case  to  tne  present  one.  Now,  it 
seems  to  me,  that  there  are  a  thousand  subjects  which  are  of  proper 
recommendation  for  fire  companies  and  marine  companies.  Perhaps,  the 
one  which  I  offered  here  myself  comes  in  the  same  class,  but  that  is  not 
adopted  yet,  and  perhaps  it  is  not  proper  that  it  should  be.  My  own 
view,  in  general  terms,  is,  that  we  should  limit  ourselves  to  the  great 
objects  in  view,  and  not  descend  to  the  mere  details  of  business  of  com- 
panies. We  aim  to  devise  a  sound  insurance  system,  and  that  uniformity 
and  reciprocity  of  state  action  which  will  promote  it. 

Mr.  Row:  1  am  not  at  all  tenacious  on  this  subject.  I  know  but  very 
little  about  marine  insurance.  There  is  nothing  of  that  kind  in  our 
state.    We  have  some  inland  navigation  insurance.    The  resolution  was 
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offered  bj  the  gentieman  from  Maine  (Mr.  Paine),  who  understands 
these  matters  a  great  deal  better  than  I,  and  I  defer  considerably  to  his 
judgment  in  the  matter.  We  find  that,  in  a  ship  upon  a  passage,  a  cargo 
may  be  insured  in  New  York,  and  another  insurance  taken  out  at  some 
dilTerent  point  of  the  country,  simply  for  the  purpose  of  defrauding  the 
insurance  company.  Now  1  confess  that,  if  the  object  of  this  conrention 
is  to  build  up  insurance  companies,  and  thereby  protect  the  policy- 
holders, I  can  see  no  difference  between  this  matter,  to  which  the 
fentleman  from  New  York  (Mr.  Miller)  has  referred)  and  the  one  which 
am  attempting  to  consider.  If  you  deplete  a  company's  surplus  bj 
taxation,  how  does  it  deplete  a  company's  assets  and  the  consequent 
strength  of  its  policyholders  by  defrauding  the  company?  You  mate- 
rially lessen  the  assets  of  a  companpr,  and  its  capabilities  by  taxing. 
They  are  also  placed  in  the  same  position  when  their  assets  are  depleted 
by  fraud. 

Mr.  Millkr:  I  meant  to  haye  added  that  we  might,  with  the  same 
propriety,  advise  the  life  companies  to  institute  a  bureau  or  intelligence 
office,  to  which  should  be  reported  alt  life  policies.  There  is  a  necessity 
in  life  as  well  as  in  marine.  Marine  companies  are  more  generally 
stock.  They  are  regulated  by  men  who  have  a  large  pecuniary  interest  in 
them,  and  we  can  rest  assured  that  they  know  how  to  protect  themseiyes 
much  more  than  these  mutual  companies  who  have  no  considerable 
pecuniary  interest. 

There  is  great  propriety  in  the  presentation  of  such  a  resolution,  but  I 
take  it  that  many  of  the  resolutions  presented  here  by  gentlemen,  are 
presented,  not  with  the  view  that  they  shall  be  acted  upon  by  the  conven- 
tion, but  merely  with  the  view  of  suggesting  subjects  to  companies;  and 
that  object  is  gained  by  the  introduction  of  this,  and  pinched  resolu- 
tions. 

The  question  was  then  taken  on  the  adoption  of  the  report, 
and  carried. 
The  Secretary  then  read  the  following  clause  of  the  report : 

4.  The  committee  offer  the  suggestion  that,  if  a  state  assumes  to 
determine  the  reserves  that  shall  be  held  by  a  company  to  meet  the 
increasing  risk  of  future  years  upon  any  policy  wherein  the  contingencj 
of  human  life  is  an  element,  tne  state  should  prohibit  the  issuance  of 
any  such  policy  until  after  the  premium  receipts  of  such  company  shall 
have  been  certified  by  the  head  or  chief  officer  of  the  insurance  depart- 
ment of  such  state,  to  be  sufficient  to  proyide  the  reserves  required  by  the 
statutes  of  the  state  in  which  the  company  is  domiciliated,  then  the  rates 
shall  be  certified  to  be  sufficient  for  the  purpose  specified  by  the  proper 
department  of  the  state  in  which  such  company  may  propose  to  issue 
such  policy. 

Mr.  C  ALDWBLL :    I  move  the  adoption  of  the  suggestion. 

Mr.  Rbykolds  :  I  should  like  to  hear  that  question  discussed.  As  I 
understand  the  reading  of  that  clause,  it  is  this:  that  a  companj 
proposing  to  do  business  in  a  state  different  from  the  one  in  which  it 
was  organized,  is  kept  from  issuing  a  policy,  if  that  state  has  an^ 
laws  in  force  stating  what  reserve  shall  be  made,  although  it 
may  be  doing  business  in  several  or  all  the  states  besides;  that  it 
would  not  be  allowed  to  issue  a  policy  in  that  state,  until  the  officer 
having  charge  of  insurance  shall  certify  that  they  haye  sufficient  resenre, 
according  to  the  rate  fixed  by  the  laws  of  that  state.  Do  I  state  it 
correctly  ? 

Mr.  (7AINB8:  I  think,  Mr.  President,  that  possibly  I  can  make  it  plain. 
The  purpose  is,  that  companies  proposing  to  insure  lives  shall  not  do  it 
by  guess ;  that  they  shall  not  take  low  rates  as  an  experiment;  that  they 
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■ball  not  undertake  to  insure  a  life  for  a  consioeration  that  depends  upon 
an  uncertain  contingency. 

Mr.  Rktnolds:  Will  the  gentleman  from  Louisiana  (Mr.  Gaines) 
allow  me  to  ask  a  question  right  there  ?  Here  is  a  company,  that  has  a 
reserve  according  to  four  and  a  half  per  cent 

Mr.  Gainbs:  The  basis  of  calculation  for  the  reserve  is  not  the  ques- 
tion. The  question  is,  whether  a  premium  upon  which  a  companj 
proposes  to  insure  lives  is  sufficient  to  provide  the  reserve  required.  In 
other  words,  ifa company  were  to  insure  alifeforoneyearfor  $i,oooon  a 

firemium  of  $1.25,  we  know  that  that  will  not  be  the  cost  of  insurance, 
n  that  cane,  where  is  the  reserve  to  come  from  ?  The  commissioner  of  a 
state  is  wanted  to  certify  that  the  rates  are  sufficiently  high  to  provide  the 
reserve  required:  so  that  the  policyholder,  who  is  led  to  believe  the 
low  rate  of  premium,  as  charged  upon  his  policy,  sufficient,  may  not 
come  to  grief  when  that  fails. 

Mr.  Reynolds  :  The  object  of  that  resolution  is  certainly  a  veTy  good 
one,  but  if  I  understand  the  proposition,  the  commissioner  for  Massa- 
chusetts would  give  a  very  different  answer  to  me,  if  I  wished  to  transact 
business  from  the  commissioner  of  the  state  of  New  York.    As  I  under- 
stand the  gentleman,  he  says  that  a  company  must  be  sufficient,  so  that 
there  will  be  a  sufficient  reserve.    That  depends,  again,  upon  reserves. 
The  Prbsidbnt  :  It  depends  upon  the  assumption. 
Mr.  Rbynolds  :  Upon  the  assumptions  of  the  payment    Do  I  under- 
stand the  gentleman  to  say  that  the  commissioner  for  Massachusetts, 
would  give  the  same  answer  to  the  question  that  the  commissioner  for 
the  state  of  New  York  would,  when  the  basis  of  the  one  state  is  four, 
and  of  the  other  state,  is  four-and-a-half  per  cent. 

Mr.  Gaines  :  No,  sir;  I  mean  that  a  company  shall  not  do  business  in 
a  ttate^  until  the  commissioner  of  that  state  shall  have  certified  that  the 
rates  of  the  company  are  sufficient  to  provide  a  reserve,  by  the  standard 
of  the  state  in  which  the  company  proposes  to  do  business. 

General  Smith,  of  Kentucky:  I  move  tha^  this  part  of  the  subject  lie 
on  the  table.     I  think  it  is  coming  up  out  of  place,  and  perhaps  gentle- 
men will  recognize  the  fact  after  awhile. 
Mr.  Reynolds  :  I  second  the  motion. 

The  question  was  put  on  the  motion  of  General  Smith  and 
carried. 

Mr.  Gaines  :  By  request,  I  wish  to  add  to  that  report  this  resolution  : 

Resolved^  That  no  company  shall  be  permitted  to  issue  policies  on  the 
lives  of  citizens  of  the  state,  unless  upon  a  specific  premium,  of  which 
so  much  as  will  cover  the  cost  of  insurance  due  for  the  current  year, 
according  to  the  state  Standard  of  interest  and  mortality,  shall  be  collec- 
table by  cash  in  advance. 

I  desire  that  that  resolution  be  made  a  part  of  the  report  of  the  com- 
mittee, and  that  it  lie  on  the  table  with  the  report. 

Mr.  Reynolds  :  If  the  resolution  is  indefinitely  postponed,  as  I  under- 


stand it,  we  cannot  bring  it  up  again  except  by  a  reconsideration  of  the 

ip  at  once  and  dis} 
any  better  time  than  now,  to  call  up  that  resolution  and  get  an  expres- 


vote.    I  hope  it  will  be  called  up  at  once  and  disposed  of.     I  do  not  see 


sion  on  it. 

Mr.  Gaines  moved  to  re-consider  the  vote  just  taken ;  which  was  lost, 
on  a  division,  by  8  Ajes  to  10  noes. 

The  President  :  The  gentleman  from  California  (Mr.  Skeels)  intro- 
duced a  resolution  at  the  last  session,  the  substance  of  which  may  be 
found  on  page  6,  of  the  report  of  the  first  day's  proceedings  of  tais 
present  session. 
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The  Secretary  read  the  resolution  as  follows : 

That,  whereas,  a  century's  experience  in  this  country  and  England  has 
shown  that  insurance  on  the  lives  of  dependents,  or  of  those  whose  exist- 
ence is  of  no  pecuniary  importance  to  others,  are  certain  to  lead  to  crime 
in  some  cases;  and  though  it  is  not  possible  to  provide  against  all  such 
occurrences,  it  is  practical  to  prevent  the  extension  of  insurance  beyond 
the  age  at  which  most  men  become  non-producers,  if  not  dependents; 
therefore, 

Resolved^  That  it  is  desirable  for  all  states  to  enact,  that,  after  some 
convenient  date,  no  policies  shall  be  issued  on  the  lives  of  their  citizens, 
for  terms  extending  beyond  t.ie  age  of  seventy-five  (75). 

Mr.  Gaines  :  I  move  that  that  resolution  be  referred  to  a  special  com- 
mitte  of  three,  to  be  appointed  by  the  chair. 

Mr.  Smith:  I  call  upon  the  secretary  to  note  what  action,  if  any, 
the  convention  had  already  taken  on  that  resolution,  and  on  this  particu- 
lar subject. 

Mr.  Facklbr  :  I  think  it  was  referred  to  the  committee  on  resolutions. 

Mr.  Smith  :  That  was  my  impression. 

The  Secret ARY :  That  was  the  proper  disposition  to  make  of 
it,  and  it  is  so  recorded  on  page  11  of  the  abstract  report. 

Mr.  Fackler,  of  Tennessee,  moved  that  Mr.  Skeels' resolution,  regard- 
ing the  issuing  of  policies  to  persons  beyond  Ihe  age  of  75,  be  now  taken 
up.     Carried. 

On  motion  of  Mr.  Gaines,  the  question  was  referred  to  the 
committee  on  legislation. 

The  convention  then  proceeded  to  consider  the  report  of  the 
committee  on  taxation. 

The  Secretary  read  the  following  passage  from  the  abstract 
report  of  October  23. 

Mr.  Brbese,  from  the  committee  of  taxes,  fees,  and  deposits,  desired 
to  so  change  the  report  as  to  make  that  part  of  it  relating  to  taxes  read  as 
follows : 

That  in  the  matter  of  taxation,  as  in  other  matters  connected  with 
insurance,  we  believe  in  uniformity  and  full  reciprocity  between  the  dif- 
ferent states;  therefore,  while  we  recommend  that  every  state  be  left  to 
regulate  the  taxationof  its  own  companies,  your  committee  would  suggest 
that  a  tax  of  two  per  centum  of  the  gross  premiums    received  by  every 
insurance  company  in  every  state  for  the  year  next  preceding  the  date  of 
its  annual  statement,  after  deducting  from  such  premiums  the  amount 
actually  paid  policyholders  for  losses  therein  during  the  same  period, 
should  be  charged  in  every  state,  except  in  the  state  in  which  it  is  organ- 
ized, to  be  in  lieu  of  all  other  taxes. 

[Mr.  Russell,  of  Iowa,  in  the  chair.] 

Remarks  of  Mr.  Llywblyn  Breesb,  of  Wisconsin. 

Mr.  Breesb  :  In  reference  to  the  report  made  by  the  committee,  there 
is  no  argument  entered  into  to  give  reasons  why  these  rates  are  not 
established.  Indeed,  the  committee  found  it  exceedingly  difficult  to  find 
any  absolute  rule  for  these  rates.  While  I  am  not  willing  to  admit  that 
the  majority  of  the  committee  at  the  last  sessions  arrived  at  conclusions 
in  any  such  novel  way  as  was  suggested  by  my  friend  Caldwell  {pi 
Indiana),  we  are  all  willing  to  admit  that  it  is  impossible  to  determine 
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with  absolute  certftintj  what  ought  to  be  done.  What  Is  right,  probably, 
in  taxation,  is  to  raise  a  sufficient  amount  of  revenue  to  support  a  good 
government,  to  meet  the  objects  of  good  government,  and  to  levy  the 
amount  equally  on  all  property  without  distinction.  I  presume  that  is 
what  would  be  right,  although  it  would  be  impracticable  here.  I  might 
have  said  further,  that  it  would,  perhaps,  be  right  and  just  to  levy  the 
percentage  upon  all  personal  and  real  property  in  the  state,  based  upon  a 
net  reserve  or  upon  a  reserve  belonging  to  the  policyholder  of  that  state« 
But  we  all  know  that  that  would  be  impracticable.  And  so,  we  could  get 
no  principle — no  uniform  principle-— which  we  could  lay  down  as  being 
absolutely  right,  that  we  could  apply  in  this  case.  The  majority  of  the 
committee  at  the  last  session  thought  that  one  and  one-half  per  cent  on 
gross  premiums,  without  deducting  anything,  would  be  a  fair  rate,  and 
one  with  which  companies  throughout  the  country  generally  would  be 
satisfied.  Perhaps  they  are  having  to  pay  more  than  that  now,  on  the 
average,  and  that  would  equalize  it.  But  the  committee,  at  its  present 
session,  have  been  disposed  to  make  it,  as  they  have,  a  little  lighter, 
thinking,  perhaps,  that  that  would  be  more  likely  to  secure  uniformity 
and  unanimity  of  sentiment  in  this  convention  by  so  doing.  And  we 
have  recommended  that  the  amount  of  losses  paid  in  a  particular  state, 
whether  they  be  in  fire  or  life  policies,  be  deducted  from  the  aggregate 
premiums  collected  in  any  state,  and  that  two  per  cent  be  charged  on  the 
balance.  I  do  not  think  that  companies  will  believe  that  this  will  be 
oppressive;  and  I  am  disposed  to  think  that  such  a  law  making  this  the 
charge  can  be  secured  in  the  several  states  and  its  uniformity  be  gained, 
which  is  a  very  important  thing. 

The  committee  are  unable  to  see  any  reason  why  fire  insurance  should 
be  required  to  pay  a  tax,  and  life  insurance  companies  should  not  be 
required.  We  are  unable  to  find  any  principle  by  which  any  distinction 
can  reasonably  be  made.  We  have  been  told  that  they  are  charitable 
and  benevolent  institutions,  but  we  have  not  been  told  why  they  are  so, 
how  they  are  so,  and  what  makes  them  so,  any  more  than  any  other 
proper  and  legitimate  enterprise;  any  more  so  than  a  tailor  shop,  or  a 
grocery  store ;  each  of  those,  and  a  great  many  other  enterprises  are 
legitimate.  Every  proper  enterprise  is  a  benevolence.  No  enterprise 
should  be  sustained  and  encouraged  that  is  not  a  common  benefit  to  the 
community.  And  we,  of  course,  believe  that  benefits  are  derived  from 
life  insurance,  and  that  life  insurance  should  be  encouraged.  It  is  a 
great  benefit,  as  also  is  fire  insurance.  But  that  they  are  established, 
that  they  are  organized  and  set  up  for  the  purposes  of  charity,  I  think  is 
a  fallacy.  I  do  not  think  there  is  any  truth  in  it.  I  do  not  believe  in  it. 
They  are  simply  started  and  organized  for  the  purpose  of  making 
money,  just  as  any  other  enterprise  is  started;  the  stockholders  put  in 
their  money  and  their  capital,  as  we  have  heard  here  before,  to  make 
money  out  of  it.  Mutual  companies  are  organized,  not  as  charities,  not 
for  benevolent  purposes ;  those  are  not  the  motives  a*-  all,  as  I  understand 
it,  but  it  is  to  find  for  themselves  and  their  friends  paying  positions.  A 
large  number  of  men  are  employed,  and  large  salaries  are  being  paid  to 
them.  That  is  the  prime  object,  as  I  understand  it,  of  these  insurance 
companies.  I  do  not  think  that  the  idea  of  benevolence  or  charity  is  at 
all  the  paramount  object.  Of  course,  it  is  a  great  benefit,  and  we  should 
encourage  it  as  we  should  each  and  every  other  proper  enterprise ;  but 
we  are  unable  to  see  why  this  enterprise  of  life  insurance  should,  be  put 
exclusively  upon  that  ground  and  exempted  entirely  from  taxation. 

I  do  not  know  that  I  have  anything  further  to  say  in  relation  to  this 
report  We  have  thought  a  great  deal  about  this  matter  and  come  to  the 
conclusion  that  these  rates  will  be  reasonable,  and  that  they  would  not  be 
considered  oppressive  nor  prohibitory  by  any  company  in  the  country. 
Bat  I  want  here  to  refute  an  imputation  that  has  been  made  a  number  of 
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times  during  the  seMions  of  this  conyentioni  by  gentlemen,  that  we  in 
the  Northwest  in  our  legislation  are  oppressive  and  almost  prohibitory. 
Now  I  denjr  that  this  is  so.  I  speak  for  my  own  state.  The  rates  m 
Wisconsin  are  not  oppressive.  We,  in  fact,  charge  foreign  companies — 
companies  of  other  states — less  than  we  do  our  own  life  companies 
Our  own  life  company  there  pays  one  per  cent  of  its  groRS  premiums 
and  paid  into  the  state  treasury  last  year,  I  think,  something  over 
$4,000,  while  the  New  York  Life,  doing,  perhaps,  more  business  than 
anv  company  in  Wisconsin,  pays  $300  a  year. 

Mr.  Caldwell  :  What  is  the  percentage  you  charge : 

Mr.  Brvbsb:  We  do  not  charge  them  any  percentage.  We  charge 
them  for  a  license  fee  of  $i,5oa  The  laws  of  Wisconsin  impose  one 
dollar  for  every  certificate  of  authority  to  agents.  Now  we  claim  that 
the  rates  which  we  charge  in  Wisconsm  to  the  companies  of  other  states, 
are  less  than  the  rates  charged  in  eastern  states.  They  are  less  than  the 
rates  charged  in  New  York,  I  believe,  because  here  they  charge  $5  for 
agents'  certificates,  and  that,  where  a  company  employs  a  great  many 
agents,  will  amount  to  a  very  large  sum.  We  all  know  what  the  rates 
are  in  Pennsylvania.  They  charge  there  $500  for  a  license  fee,  and  I 
think  a  premium  rate  of  three  per  cent,  besides  other  rates  for  agents 
certificates.  So,  I  think  that  this  charge  against  Wisconsin  is  a  slander, 
I  think  it  is  wrong,  and  I  want  to  stand  up  here  to  defend  it.  I  have  not 
occupied  much  ot  the  time  of  the  convention,  in  talking  upon  this  or 
any  other  subject,  but  I  want  to  say  this  much  in  justice  to  tlie  state  that 
I  represent. 

The  President,  ^ro  tern :  The  question  is  on  the  adoption  of  the 
report  of  the  committee. 

Mr.  Reynolds,  of  Alabama :  I  think  the  question  now  up  for  discus- 
sion is  one  of  fi^reat  importance,  and  if  I  would  take  the  position  of  my 
friend  from  Wisconsin  (Mr.  Breese),  that  insurance  companies  are  the 
same  kinds  of  agencies  as  other  kinds  of  business,  I  could  agree  with 
him  in  his  conclusions.  I  feel  somewhat  different  upon  this  question  of 
taxation  on  insurance  companies.  I  hold  that  the  insurance  companies 
do  not  pay  the  taxes  levied  by  the  states.  If  they  did — if  insurance  com- 
panies did  pay  the  taxes — I  would  say,  let  them  pay  their  proportion  of 
taxes,  where  it  is  high  and  where  it  is  low,  let  them  bear  their  burden  in 
proportion,  no  more.  I  hold  that  the  assured,  that  the  policyholders  of 
Insurance  pay  the  tax.  I  care  not  whether  it  is  in  a  stock  company  or 
in  a  mutual  company;  whether  it  is  in  a  fire  or  a  life  company.  Now 
there  are  mutual  companies  in  life  insurance,  and  mutual  companies  in 
fire  insurance,  and  these  companies  make  the  rate  per  cent  upon  which 
premiums  are  taxed.  There  is  no  kind  of  doubt,  but  what  the  policy- 
holder in  a  mutual  company  pays  the  state  taxes. 

Mr.  Caldwell  :  So  does  the  stock. 

Mr.  Reynolds  :  So  does  the  stock.  Now,  Mr.  President,  if  we  kre 
going  to  adopt  and  recommend  a  uniform  system  of  taxation,  I  submit 
that  we  may  do  it.  but  I  would  recommend  a  lower  rate  of  taxation  than 
my  friend  from  Wisconsin  (Mr.  Breese),  and  I  would  take  away  the 
exemptions,  say  make  it  one  per  cent,  and  then  make  no  exemptions  for 
losses  paid  in  the  state.  I  do  feel  that  upon  this  question  there  is  a 
wrong  impression  throughout  the  country.  A  man  who  has  a  few 
hundred  dollars  will  take  it  to  a  savings  bank,  and  the  general  feeling 
throughout  the  country  is  to  tax  savings  banks  as  little  as  possible.  As 
a  consequence  the  savings  banks  receive  consideration  at  the  hands  of 
the  legislatures  of  the  several  states.  But  another  man,  with  the  same 
number  of  dollars,  more  prudently,  I  think,  goes  to  a  life  insurance  com- 
panv,  and  takes  out  a  policy  of  insurance.  The  insurance  companies 
in  the  different  leqrislatures  are  treatrd  as  though  they  were  stockjobbers 
or  agencies  of  lotteries,  as  though  they  did  not  belong  to  the  legitimate 
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business  corporations,  and  consequently  anything  that  we  can  get  out  of 
these  corporations  is  all  saved  to  the  state.  Now  if  mutual  companies 
are  going  to  ride  the  future  storm  with  which  they  may  come  in  contact, 
I  think  that  the  policyholders  of  those  insurance  companies  should  not 
be  taxed.  I  do  not  appear  here  as  the  defender  of  insurance  companies. 
I  think,  as  I  said  before,  that  we  here  represent  the  great  body  of  the 
policyholders  of  this  country,  whether  in  life,  fire,  or  marine.  The  com- 
panies can  take  care  of  themselves.  It  in  an  old  maxim  and  a  pretty 
true  one  that  a  corporation  has  no  soul.  People,  however,  who  hold 
policies  of  corporations,  have  souls,  and  they  have  means  which  we 
should  protect. 

I  would  move,  Mr.  President,  that  we  insert  one  per  cent  instead  of 
two  per  cent  in  the  resolution.  I  acknowledge  that  this  would  not  be 
uniform;  if  the  different  states  of  the  union  would  tax  one  per  cent  it 
might  not  be  entirely  just.  Some  states  require,  in  order  to  carry  on  the 
business  of  the  state,  a  pretty  large  rate  of  taxation,  while  other  states 
require  but  a  very  small  amount;  but  if  this  convention  fixes  upon  a 
tax,  I  would  move  that  it  be  made  one  per  cent,  without  any  deduction, 
and  that  the  companies  take  their  chances  as  to  how  much  money  they 
have  paid  back  to  policyholders  during  the  year.  It  would  be  much 
more  satisfactory. 

I  hope  that  we  will  have  a  full  decision  upon  this  question  of  taxation. 
If  I  can  be  made  to  believe  that  insurance  companies  pay  the  tax,  I  will 
oppose  any  resolution  coming  before  this  convention  with  regard  to 
taxation.  I  think  we  have  no  business  with  it  at  all.  If  insurance  com- 
panies pay  the  tax,  I  claim  that  we  have  no  right  to  interfere;  let  them 
be  governed  by  their  statutes  in  the  different  states  where  they  belong, 
and  let  the  legislatures  deal  harshly,  or  not,  with  them  as  they  please. 
We  are  not  here  in  the  interest  of  insurance  companies,  but  in  the 
interest  of  policyholders,  and  that  is  the  reason  why  I  advocate  a  low  tax. 
I  wish  in  life  insurance  there  were  no  taxation  of  premiums.  Why  do  I 
say  this?  because  it  will  make  mutual  companies  stronger  and  ultimately 
if  they  find  they  are  getting  larger  and  larger  reserves  it  will  make  insur- 
ance cheaper.  We  want  cheap  insurance,  just  as  cheap  as  we  can,  but 
we  dare  not  go  beyond  a  certain  limit,  lest  in  doing  so  we  find  in 
purchasing  a  cheap  thing  we  have  an  article  worth  nothing  at  all. 

I  hope  if  this  convention  recommend  a  rate  of  taxation  that  they  will 
put  that  rate  of  taxation  low,  simply  because  the  policyholders  pay. the 
tax.  Here  is  a  merchant,  for  instance,  who  has  fifty  thousand 
dollars  worth  of  goods.  As  a  matter  of  prudence  he  goes  to  the  insur- 
ance  company  and  takes  out  an  insurance  of  thirty  thousand  dollars 
upon  them.  He  has  his  average  stock  of  goods  returned  to  the 
assessor.  He  pays  upon  that  business  as  much  as  the  law  may  require  of 
state,  county,  and  city  tax,  and  in  addition  to  that  because  he  goes  to  an 
underwriter  for  the  sake  of  protecting  himself,  his  creditors,  and  his 
family,  you  say,  **we  will  tax  him  again."  I  say,  that  you  are  taxing  the 
merchant  again,  and  again,  and  again.  So  you  are  taxing  the  holder  of 
a  policy  of  life  insurance.  I  hold  a  small  insurance  for  the  benefit  of  my 
children,  as  do  many  in  the  country,  and  I  feel  that  every  cent  that  you 
levy  upon  insurance  is  levied  upon  me  as  a  policyholder.  But  if  I  am  in 
error  in  regard  to  this,  if  I  have  made  an  entire  mistake,  if  the  insurance 
companies  are  paying  the  tax,  I  say  let  them  pay  it.  The  legislatures 
will  make  them  bleed  well.  But  I  feel,  if  they  are  paying  the  taxes,  that 
the  pressure  comes  upon  me  as  the  holder  of  a  policey  of  life  insurance. 
I  hope  that  those  gentlemen  who  feel  that  life  insurance  companies  pay 
the  tax,  will  get  me  rid  of  this  delusion  that  the  policyholder,  in  the 
insurance  company  pays  whatever  state,  or  local  taxation  is  levied  upon 
insurance. 

The  President,  pro  tern :    Did  the  chair  understand  the  gentleman 


from  Alabama  (Mr.  Reynolds^  to  move  that  two  per  c*nt  be  stricken  out 
of  the  report  of  the  committee  and  one  per  cent  inseried. 

Mr.  Reynolds  :    Yen,  sir,  one  per  cent  inserted. 

Mr.  PiLLSBURY,  of  New  Hampf^hire:  Mr.  Chairman  and  gentlemen, 
I  agree  in  the  amendment  just  offered,  and  had,  in  fact,  underlined  the 
same,  and  proposed  to  offer  such  an  amendment  myself  at  a  proper 
time;  it  was  to  strike  out  the  word  two,  and  inf^ert  one,  and  also  to 
itrike  out  the  provision  for  deducting  whatever  companies  may  have  paid 
to  policyholders  on  losses. 

1  recognize  the  fact  that  insurance  companies  have  become  institutions 
of  universal  necessity — fire  insurance  companies  especially  —  and  I 
believe  that  the  time  will  come  when  life  insurance  will  be  equally,  and 
generally  important.  I  agree  entirely  with  the  gentleman  from  Alabama 
(Mr.  Reynolds),  who  has  just  spoken,  in  regard  to  the  payment  of 
whatever  tax  may  be  assessed.  It  may  as  well  be  understood  that 
policyholders  do  all  the  paying  primarily,  whether  in  life  or  fire 
insurance.  And,  entertaining  this  view  when  niy  own  state  was  about 
to  legislate  upon  this  subject,  I  used  what  little  influence  I  had  to  procure 
as  low  a  figure  as  possible.  The  preponderance,  at  the  outset,  was 
entirely  in  favor  of  two  per  cent;  but  we  finally  succeeded  in  passing  an 
amenchnent  similar  to  the  amendment  now  proposed.  The  law  of  my 
own  state  imposed  a  tax  of  one  per  cent  upon  the  gross  premium  recepts 
of  both  life  and  fire  insurance  companies.  It  has  seemed  to  me  that  the 
people  of  my  own  state,  as  well  as  the  people  of  the  western,  and  perhaps 
southern,  stand  entirely  in  their  own  light  when  they  undertake  to  tax 
insurance  companies  heavily.  In  my  own  state  we  have  not  the  surplus 
capital,  as,  also,  is  the  case  in  the  western  and  southern  states,  to  insure 
our  own  property.  If  we  have  the  capital,  there  are  other  fields  where  we 
think  it  may  be  employed  more  advantageously,  perhaps,  to  our 
respective  states.  We  are  therefore  under  the  necessity  of  inviting  the 
insurance  capital  of  other  states  — of  the  older  states  — who  pobsess  the 
capital,  to  come  in  and  do  for  us  what  we  have  not  the  ability  to  do  for 
ourselves.  But  it  has  always  seemed  to  me  to  be  very  inconsistent  to 
levy  a  tax  upon  insurance  companies  thus  invited  to  do  what  we  are  not 
able  to  do  for  ourselves.  While  the  necessity  exists  for  raising  large 
amounts  of  money  by  taxation,  as  at  present,  perhaps  insurance  com- 
panies sh«uld  not  be  wholly  exempted,  but  I  hope  the  time  is  not  far 
distant  when  they  may  be  wholly  exempted  from  taxation.  This  will 
enable  them  to  reduce  their  premiums,  and  will  be  the  means  of  extend- 
ing the  benefits  of  these  institutions  even  more  widely  than  they  are 
already  extended. 

I  do  not  propose  to  make  any  extended  remarks,  but  simply  to  express 
my  opinions  in  relation  to  this  subject. 

I  consider  it  a  subject  of  a  great  deal  of  importance.  I  know  that 
there  is  a  prejudice  existing  against  insurance  companies,  that  they  are 
regarded  as  a  sort  of  placer,  upon  which  we  may  levy  without  limit,  but 
it  seems  to  me  that  the  experience  of  the  past  few  weeks,  must  have  done 
much  to  destroy  that  prejudice  which  has  so  generally  existed  in  rela- 
tion to  insurance  companies,  particularly  fire  insurance  companies. 
And  we  must  recognize  the  fact,  that  the  same  power  that  hurled  the 
fire  bolts  about  Chicago,  may  hurl  shafts  of  death  in  the  shape  oi 
pestilence,  or  contagious  disease,  among  the  policyholders  of  life  insur- 
ance companies,  snd  they  be  put,  some  time,  to  the  same  test  of  their 
strength.  I,  therefore,  am  decidedly  in  favor  of  a  uniform  tax,  not 
exceeding  one  per  cent  upon  gross  premium  receipts.  I  understood  the 
chairman  of  the  committee  to  say,  that  their  purpose  was  to  reduce  the  tax 
formerly  recommended.  If  that  is  so,  I  think  they  have  failed  in  their 
purpose.  I  think  the  recommendation  of  the  committee,  now  made, 
will  be  much  more  onerous,  particularly  upon  life  insurance  companies, 
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than  the  recommendation,  made  Inr  the  same  committee,  last  June, 
which  was  a  tax  of  one  and  one-halt  per  cent,  without  deductions,  upon 
gross  premium  receipts.  I  have  not  had  time  to  make  the  calculation, 
but  I  feet  potitire  that  two  per  cent,  aHer  deducting  losses  paid,  will  be 
much  more  burdensome  to  life  insurance  companies  than  the  former 
recommendation. 

Mr.  Hartranft,  of  PennK^rlvania :  I  am  certainljr  in  favor  of 
uniform  taxes,  but  the  system  of  taxing  in  Pennsylvania  is,  perhaps, 
different  from  that  of  an^  otRer  state  in  the  Union:  it  is  radically 
different.  Out  of  ^ye  millions  of  revenue,  nearly  four  millions  is  raised 
from  the  corporations  of  the  state,  and  the  insurance  companies  of 
Pennsylvania  pay  just  the  same  taxes  as  other  corporations  do.  It  really 
amounts  to  about  eight  per  cent,  on  their  net  earnings,  if  they  happen  to 
be  stock  companies;  if  they  are  mutual  companies  it  amounts  to  three 
per  cent  on  their  earnings.  The  tax  on  fire  insurance  companies  has 
been  five  hundred  dollars  license  fee,  which  amounts  to  nothing  at  all, 
when  paid  by  a  company  which  is  doing  a  large  business,  and  that,  of 
course,  we  would  care  nothing  about;  we  would  abolish  that  The  three 
per  cent  which  is  paid  upon  gross  receipts  is  far  less  than  is  paid  by  our 
home  companies — our  mutual  home  companies — who  pay  three  per  cent 
on  their  net  earnings. 

I  believe  that  our  system  of  taxing  is  right.  I  do  not  believe  that  the 
farmer  who  has  to  work  hard  from  morning  until  night  should  pay  all 
the  taxes;  and  the  real  estate  is  taxed  heavily  for  local  purposes,  perhaps 
two  per  cent,  while  the  corporations,  even  in  our  state,  are  taxed  much 
less  than  that;  it  does  not  amount  to  more  than  about  a  half  per  cent, 
while  our  local  tax  amounts  to  nearly  two  per  cent.  If  we  did  not  tax 
our  corporations,  we  would  have  to  put  another  half  per  cent  on  our  real 
estate,  and  perhaps  one  per  cent  to  make  it  up.  And,  I  think  that  some 
other  states  are  looking  towards  taxing  corporations  more.  The  man 
who  happens  to  hold  property  in  a  corporation,  and  to  live  within  a 
state  where  a  corporation  is  not  taxed  directly,  pays  very  little  tax.  He 
is  assessed,  perhaps,  but  upon  a  very  little  amount  of  stock  that  he 
holds.  Our  system  reaches  every  stockholder  alike;  the  corporation 
pays  the  taxes.  I  admit  that  the  insurer,  in  a  life  or  fire  company,  has 
to  pay  all  the  taxes;  he  has  to  pay  everything,  and  I  believe  it  would  be 
very  difficult  in  our  state  to  change  the  tax  much  from  what  it  is  now.  I 
believe  that  it  is  right  that,  if  a  man  makes  an  investment  in  a  life  insur- 
ance company,  even  if  he  would  pay  say  three  per  cent  on  the  grosi 
premium,  that  he  pays,  it  would  be  simply  a  tax  of  three  per  cent  on  the 
amount  that  he  pays.  If  he  has  the  same  interest  in  his  farm  he  is  taxed 
two  per  cent  every  year,  and  I  am  decidedly  in  favor  of  even  a  higher 
rate  than  has  been  recommended  by  the  committee.  I  will  not  make 
any  motion  but  I  would  like  to  see  the  convention  adopt  the  rate  of  three 
per  cent  upon  the  gross  receipts. 

Mr.  Williams,  of  Ohio:  My  friend  from  Alabama,  (Mr.  Reynolds) 
seemed  to  think  that  no  tax  should  be  levied  upon  the  premiums  of 
insurance  companies.  I  think  he  might  be  better  satisned  with  the 
original  report  than  with  the  amendment  proposed.  For  I  take  it,  with 
all  due  deference  to  the  honorable  chairman  of  the  committee,  the 
gentleman  from  Wisconsin  (Mr.  Breese)  that,  if  losses  are  to  be  deducted 
from  premiums,  on  the  average  there  will  be  no  tax  at  all.  So,  I  think, 
if  that  is  his  purpose,  he  had  better  agree  with  the  original  report. 

The  gentleman  from  Pennsylvania  (Mr.  Hartranft),  has  enlightened 
me  in  his  remarks  on  the  subject  of  taxation  in  his  state.  In  the  state 
of  Ohio,  I  think,  we  have  the  best  system  of  all.  All  property,  real  or 
personal,  if  taxed  at  its  true  value  in  money;  no  exemption,  except 
property  that  is  used  exclusively  for  public  purposes 
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Mr.  Brssss  :  Do  you  tax  all  the  assets  of  a  company  there,  whether 
liie  or  fire  ? 

Mr.  Williams  :  All  property  is  taxed. 

Mr.  Bresse  :  Do  you  put  it  on  the  assessment  roll  ? 

Mr.  Williams  :  We  tax  the  capital  of  the  corporation. 

Mr.  Brbese  :  Not  the  assets? 

Mr.  Williams  :  The  average  business. 

Mr.  W.  £.  Harvey,  of  Illinois :  How  do  you  tax  a  mutual  fire  com- 
pany of  your  own  state? 

Mr.  Williams:  We  get  at  it  all  the  time;  the  golden  rule  will  work 
right  through.  If  I  were  thoroughly  persuaded  that  any  enterprise  that 
men  were  engaged  in  was  perfectly  and  purely  benevolent^  that  there  was 
no  drawback  to  self,  why  I  would  be  in  favor  of  no  taxation  at  all.  But 
the  business  of  insurance,  I  beg  leave  to  say,  in  agreement  with  my 
friend  from  Wisconsin  (Mr.  Breese)  is  like  any  other  business ;  and  no 
matter  whether  it  is  the  policyholder  who  pays  the  tax,  or  the  corpora- 
tion that  issues  the  policy,  still,  as  long  as  we  must  have  taxes,  let  the 
taxes  be  paid.  But  I  desire  to  say  that  I  disagree  with  that  part  of  the 
report  that  makes  any  exemptions,  that  is  to  say  that  deducts  the  losses. 
I  believe  that  a  man  m  a  business  must  run  all  that  kind  of  risk.  That 
is  his  particular  business  in  insurance  to  run  that  risk.  And  if  that  is 
to  be  the  case  at  all,  if  losses  are  to  be  deducted,  I  think  practically  there 
will  be  no  taxes  paid,  or  but  very  little. 

Mr.  Webb,  of  Kansas  :  For  myself,  Mr.  President  and  gentlemen,  I  am 
opposed  to  both  the  amendment  and  the  original  proposition  contained 
in  this  report,  and  while  I  have  listened  with  a  great  deal  of  attention  to 
the  remarks  made  by  the  gentleman  from  Wisconsin  (Mr.  Breese)  who 
is  on  the  committee,  and  the  other  gentlemen  who  followed  him,  I 
have  yet  to  learn  that  the  sound  public  policy  of  any  state  requires  them 
to  impose  a  tax  upon  any  insurance  company  org^anized  in  any  other 
state,  and  transacting  business  in  such  state.  The  gentleman  from 
Pennsylvania  (Mr.  Hartranft)  tells  us  what  is  the  rule  of  taxation  in 
that  state,  and  the  gentleman  from  Ohio  (Mr.  Williams)  tells  us  the  rule 
of  taxation  in  his  state.  In  the  one  state  corporations  are  taxed,  as  such. 
In  the  state  of  Ohio  we  are  told  that  all  property,  real  and  personal,  is 
taxed  at  its  true  value  in  money.  Theoretically,  perhaps,  that  may  be 
•o,  but  every  one  of  experience  in  that  state  or  anywhere  else  knows  that 
practically  it  is  not  so  anywhere.  The  man  who  has  the  most  personalty, 
who  has  the  most  money  at  his  command,  in  bank  or  on  deposit  else- 
where, or  which  he  can  invest  in  some  way,  will  provide  some  mode  by 
which  he  evades  his  just  proportion  of  taxation.  That  is  the  advantage 
which  the  capitalist  always  has  in  Ohio,  as  well  as  elsewhere.  But  that 
is  a  folly  of  the  law,  and  of  course  a  matter  that  is  not  within  the  pro- 
vince of  this  convention  to  remedy,  perhaps  not  to  discuss. 

But  I  said,  Mr.  President,  that  I  was  opposed  to  both  the  amendment 
and  the  original  proposition.  The  amendment  is,  to  change  the  rate  of 
proposed  taxation  from  two  per  cent,  to  one  per  cent.  I  am  opposed  to 
both  of  them  because  the  principle  of  both  is  wrong.  I  fully  agree,  and 
I  believe  all  gentlemen  who  have  spoken  upon  this  subject  concur  in  the 
opinion,  that  the  policyholder,  whether  his  policy  be  held  upon  some  fire 
company,  upon  his  property,  or  whether  it  be  from  some  life  company 
on  his  life,  pays  the  taxes.  He  necessarily  pays  the  taxes.  The  premium 
for  the  purpose  of  determining  what  shall  be  the  true  price  of  the  insur- 
ance is  first  settled  upon,  and  it  is  then  loaded  with  whatever  it  may  be 
necessary  to  conduct  the  business  of  the  company.  Expenses  are 
necessary  to  the  company,  and  the  premium  is  regulated  accordingly; 
the  insurer  pays  his  premium  which  includes,  of  course,  their  expenses, 
and  covers  a  tax  which  it  is  necessary  for  the  company  to  incur  to  con- 
duct its  business  at  home,  or  abroad. 
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Now,  in  the  state  in  which  I  reside,  we  have  a  feature  in  our  constitu- 
tion, almost  in  the  same  words  as  a  paragraph  in  the  constitution  of 
Wisconsin;  and  how  my  friend  from  Wisconsin  (Mr.  Breese)  can  insist 
that  the  law  which  now  stands  upon  the  statute  books  of  that  state,  or 
that  the  provision  which  it  is  proposed  to  recommend  to  the  several  states 
of  this  Union  by  this  proposition,  would  be  a  failure  if  enacted  by  the 
legislature  of  his  state,  is  beyond  my  comprehension. 

Mr.  Brsbsb  :  Our  supreme  court  has  decided  it  unconstitutional. 

Mr.  Gainbs  :  Then  they  have  been  following  the  decision  in  regard  to 
taxing  the  gross  earnings  of  railroads,  which  the  supreme  court  at  one 
time  reversed,  and  then  was  forced,  in  order,  rather,  to  justify  the  rule  of 
property  to  the  whole  state,  to  go  back  and  acknowledge  that  it  was 
wrong  in  principle,  but  was  forced  to  maintain  it  as  a  matter  of  necessity. 
We  are  not  trammeled  by  any  such  decision  in  the  state  where  I  reside, 
(Louisiana),  and  the  rule  i  n  tlie  constitution  of  that  state  is,  that  the  rate  of 
taxation  and  assessment  shall  be  equal  and  uniform.  I  do  not  believe  that 
sny  enactment  of  the  legislature  of  Kansas  would  be  supported  or  sustained 
by  the  courts  of  that  state,  which  imposed  upon  any  insurance  company 
created  in  any  other  state,  and  doing  business  in  that  state,  any  taxation 
whatever  in  the  way  of  one  per  cent  or  two  per  cent,  or  any  other  rate 
upon  the  gross  yearly  net  receipts  of  the  company  upon  its  business  in 
that  state;  simply  because  it  has  been  the  policy  of  the  western  states  to 
adopt  the  rule  indicated  and  suggested  by  the  gentleman  from  Ohio  (Mr. 
Williams)  as  being  the  rule  in  his  state — that  all  property  should  pay 
taxes  according  to  its  true  value. 

If  I  am  correct  in  regard  to  the  question,  as  a  matter  of  law,  I  certainly 
would  not  vote  for  either  one  of  these  propositions,  because  I  do  not 
believe  they  would  be  sustained  by  the  courts  of  the  state  where  I  reside. 
But,  independent  of  that,  it  seems  to  me  to  be  wrong,  because  the  taxes  in 
the  end  are  paid,  as  his  already  been  said,  by  the  policyholder ;  it  is  not  so 
unequal.  But  if  that  is  the  proper  rule  ot  taxation,  and  I  think  it  is,  a 
tax,  as  stated  by  the  gentleman  from  Wisconsin  (Mr.  Breese)  should  be 
imposed  for  the  purpose  of  maintaining  government,  and  it  should  be 
equitably  assessed  upon  those  who  are  benefited  by  the  government  — 
protected  by  it  Perhaps  it  is  not  so  inequitable  upon  fire  policies,  as 
upon  life,  because  the  man  who  gets  his  property  insured  against  risks 
by  fire,  of  course  gets  it  in  proportion  to  its  actual  value,  one-half,  two- 
thirds,  three-fourths,  or  such  rates  as  agreed  upon  by  himself  and  the 
insurer.  But  it  is  not  so  with  regard  to  human  life.  One  man  may  be 
worth  a  million  of  dollars,  and  yet  only  have  a  small  policy  or  no  policy 
upon  his  life.  Another  man  may  be  worth  comparatively  nothing, 
barely  able  to  save  from  his  earnings  a  sufficient  sum  to  pay  the 
necessary  premium  upon  one,  two,  perhaps  five,  possibly  ten  thousand 
dollars.  As  a  matter  of  course,  the  one  who  pays  the  annual  premium 
upon  a  policy  for  ten  thousand  dollars,  although  he  be  not  worth  half 
that  sum,  pays  just  as  much  as  the  millionaire  would  pay  upon  a  policy 
for  a  like  amount.  And,  therefore,  there  is  no  equality  at  all,  so  far  as 
the  taxation  is  concerned,  in  that  mode  of  levying  taxes  upon  people. 

Then,  again,  too,  the  taxes  are  not  levied  upon  the  whole  people,  nor 
is  it  the  policy  of  this  government  to  levy  taxes  on  people.  The  policy  of 
this  government,  and  the  policy  of  each  state  in  this  government,  is  to 
levy  taxes  on  property  and  not  upon  persons.  If  it  were  true  that  the 
insurance  company,  that  the  corporation  itself,  was  to  pay  the  taxes  in 
the  nature  of  license  fees  for  the  purpose  of  transacting  business,  perhaps 
more  could  be  said  in  favor  of  it.  But,  in  most  of  the  states  of  the 
union,  or  in  some  of  the  states,  at  all  events,  cities  and  counties  impose 
license  taxes  upon  domestic  and  foreign  corporations  alike,  for  the 
purpose  of  transacting  business  within  their  respective  cities  or  counties. 
But  that,  as  the  language  of  the  statute  in  such  cases  precisely  states,  is 
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In  the  nftture  of  a  license  tax,  the  same  ns  jou  would  license  any  other 
occupation  or  business  which  is  being  conducted  or  carried  on  within  the 
state,  city  or  countjr. 

Now,  my  views  in  regard  to  this  matter,  are  just  these,  and  I  propose 
to  express  all  that  I  have  to  sajr  on  this  question  now,  and  I  will  not 
occupy  but  a  moment  or  two,  because  this  question  is  involved  in  the 
bill,  a  copy  of  which  I  have  here,  but  which  is  not  yet  reported  to  the 
convention.    But  sections  52  and  5^  of  the  skeleton  bill,  or  outline  of  a 
general  insurance  law,  involves  this  tame  question,  and  although  the 
proposition  contained  in  those  sections,  are  unlike  those  specified  in  the 
report  of  the  committee  now  before  us,  as  to  the  right  of  taxation, 
nevertheless,  being  the  same  principle,  I  want  to  say  for  myself  that, 
being  opposed  to  all  taxes  as  such,  I  think  that  the  only  true  rule  for 
each  state  to  adopt,  is  to  levy  upon  such  corporations — such  insurance 
corporations  of  other  states  and  countries  as  transact  business  within 
such  state,  just  such  license  fees,  graded   according  to  the  proposed 
reciprocal  rule,  which  would  make  it  uniform  throughout  the  union,  and 
would  be  the  better  one,  but  graded  in  such  a  manner,  as  to  let  these 
license  fees  constitute  a  fund  to  carry  on  and  maintain  the  supervisory 
department  of  the  state.    If  such  a  department  be  necessary  at  all,  it 
should  be  maintained  solely  to  protect  the  people  of  the  state  against 
frauds  and  impositions.    If  it  is  not  necessary  at  all,  then,  of  course,  it 
is  to  be  abolished;  but,  if  the  general  prevalent  opinion  is  that  it  is 
necessary,  rightly  and  properly  conducted,  let  the  insurance  companies 
transacting  business  in  the  state,  be  called  upon  to  pay  as  license  fees  into 
the  treasury,  such  sum  in  the  aggregate  as  will  constitute  a  fund  just 
sufficient  to  maintain  that  supervision  in  the  state,  properly  and  hon- 
estly administered,  and  there  let  it  rest.    That  is  all  that  ought  to  be 
imposed  upon  any  company,  because  otherwise,  you  tax  a  portion  of  the 
people  doubly,  and  so  tar  as  those  who  have  large  insurance  upon  their 
lives,  but  are  themselves  in  limited  circumstances,  you  tax  them  very 
disproportionately.     A  man  who  pays  a  tax  upon  his  property,  and  has 
it  assessed  at  its  true  value  in  money,  pays  in  proportion  to  his  property, 
that  is,  what  every  other  citizen  of  his  state  pays;  if  he  gets  an  insur- 
ance on  his  property  against  fire,  he  pays,  as  a  matter  of  course,  that  in 
addition,  and  of  course,  he  should  pay  that.     He  should  pay  tor  the 
benefit  which  he  expects  to  derive,  and  the  protection  against  the  lire. 
But  when,  in  order  to  secure  that  protection,  he.  is  compelled  to  pay  an 
additional  sum,  which  passes  from  the  hands  of  the  agent  into  the  insur- 
ance company,  and  then  back  into  the  state  treasury,  he  pays  more  than 
his  proportion  of   the  taxes.    A  person  of  limited  circumstances  who 
has  his  life  insured,  pays  a  large  premium,  while  the  wealthy  citizen  of 
the  state,  having  no  insurance  on  his  life,  pays  only  the  assessments  on 
his  property,  his  just  proportion  of  taxes  to  maintain  the  state,  county, 
and  city  government;  but  the  other  man  pays  into  the  hands  of  the 
insurance  agent,  then  to  the  company,  and  from  the  company  back  into 
the  state  treasury  again,  a  tax  vastly  disproportionated  to  his  means  as 
a  citizen. 

But  I  am  well  convinced  myself  that  this  whole  system  of  taxing  insur- 
ance companies  organized  in  another  state,  in  any  state  in  the  union,  is 
wrong  in  principle,  and,  entertaining  this  proposition,  I  am  opposed  to 
the  amendment  and  to  the  original  proposition  and  shall  vote  against 
both  of  them,  whether  contained  in  this  report  or  in  this  skeleton  bill. 

The  PRESIDKNT  fro  tern :  The  hour  for  recess  having  arrived,  the  con- 
vention will  take  a  recess  for  half  an  hour. 
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HALF  PAST  ONS  0*CI«OCX,  P.  M 

The  conTention  re-assembled  at  half  past  one  o'clock,  Mn 
Russell  of  Iowa,  in  the  chain 

Mr.  Reynolds,  of  Alabama :  Just  before  we  adjourned,  I  was  going  to 
remark  to  the  chair  that  I  hope  we  will  dispose  of  this  question  and  each 
question  that  comes  up  without  further  postponement,  reserving  the  right 
however  to  postpone  questions  that  ought  to  come  last  in  our  discussions. 
This  question  I  think,  would  be  as  well  disposed  of  now  as  at  any  other 
time. 

I  have  just  arisen  for  the  purpose  of  explaining  why  I  made  this  amend- 
ment. I  concur  in  the  remarks  made  by  t..e  gentleman  from  Louisiana, 
(Mr.  Gaines)  believing  as  I  do,  upon  general  principles,  that  the  holders 
of  policies  of  insurance  pay  state,  county,  and  municipal  taxes.  I  have 
been  in  favor  of  relieving'  liiat  class  of  the  population  from  increased 
taxes  on  account  of  their  prudence  in  business,  in  insuring  their  property 
or  their  prudence  with  regard  to  the  insurance  of  their  lives  for  the  bene- 
fit of  their  children.  Yet  I  am  well  aware  that  throughout  the  country 
there  is  a  disposition  to  tax  insurance  companies.  It  seems  to  strike  the 
members  of  the  legislature  as  very  singular  to  advance  the  idea  that  you 
should  not  tax  insurance  companies,  yet  you  should  tax  other  corpora- 
tions. And  for  the  purpose  of  giving  expression  in  this  convention  for  a 
low  rate  of  taxation,  I  introduced  my  resolution.  Personally,  I  am  in 
favor  of  the  lowest  rate  of  taxation,  in  fact  I  am  favor  of  no  taxation 
upon  a  life  company.  The  question  with  regard  to  fire  companies  is 
whether  or  not  we  will  subject  them  to  an  additional  loading,  or  pay 
higher  taxes  on  real  estate  and  upon  personal  property  in  the  shape  of 
goods,  wares,  and  merchandise — whether  we  should  additionally  load 
persons  with  a  tax,  because  they  are  prudent  in  taking  out  a  policy  of 
life  insurance — that  is  a  question  that  each  legislature  could  well  take 
into  consideration  in  levying  a  tax.  The  necessity  of  a  state  to  receive 
revenue  for  the  purpose  of  carrying  on  the  state  government  require  the 
committee  of  ways  and  means  to  look  carefully  into  every  department  in 
order  that  they  may  receive  taxes  from  the  greatest  variety  of  sources. 

I  hope  that  my  amendment  will  prevail.  All  it  will  amount  to  is 
simply  this,  that  it  is  an  expression  by  this  convention,  and  to  the 
different  legislatures,  that  we  believe  in  a  low  rate  of  taxation.  The 
reason  why  I  suggested  the  omission  of  the  latter  part  of  the  resolution 
was  to  simplify  the  transaction.  Yet,  my  friend  from  Ohio  (Mr.  Wil- 
liams) has  said  that  if  you  will  remit  all  losses,  subtract  the  losses  from 
the  premiums,  it  will,  in  some  cases,  amount  to  nothing,  while  in  other 
cases,  if  a  company  is  prosperous,  it  will  amount  to  a  large  sum.  I 
think  that  the  levy  of  one  per  cent  upon  fire  and  life  companies  will  be 
recognized  as  a  rather  low  rate  of  taxation,  but  at  the  same  time,  I  will 
feel  that  it  is  a  tax  upon  me,  personally,  if  I  am  the  holder  of  a  policy. 
In  other  words,  it  is  a  notification  to  every  policyholder  in  either  life  or 
fire  companies  that  if  he  pays  one  hundred  dollars  in  life  or  fire  com- 
panies he  pays  one  dollar  into  the  state  treasury  in  addition  to  all  his 
other  taxes.  I  think  there  can  be  no  two  opinions  with  regard  to  who 
pa}  s  the  taxes.  It  is  certainly  the  policyh  jlders  of  the  different  com- 
panies, and  I  hope  the  amendment  will  prevail. 

Mr.  President,  the  question  of  taxation  upon  premiums  of  fire,  marine 
or  life  insurance  is  an  intricate  one,  extending  over  an  almost  limitless 
field  of  argument,  and  invoiving  intricacies  and  subtleties  diflicult  of 
solution  and  adjustment.  The  bread  proposition  to  tan  all  sorts  of 
premium  receipts  on  every  kind  of  policy  upon  a  uniform  rate  requires 
tnalysis.  It  is  conceded,  at  the  outset,  by  advocates  of  taxation  upon 
any  kind  of  insurance,  that  the  burden  is  levied  upon  the  policyholder. 
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upon  the  premium.  And  it  is  necessary  to  keep  this  axiom  constantly 
in  view.  I  mubt,  at  the  outset,  disclaim,  so  far  as  my  feelings  are 
concerned,  any  participation  in  the  view  of  the  gentleman  from  Alabama 
(Mr.  Reynolds)  that  we  are  here  in  the  interests  of  policyholders,  exclu- 
sively. I  do  not  think  so.  We  are  here  in  the  interests  of  policyholders 
to  just  this  extent,  and  nothing  more:  first,  that  policies  issued  upon 
premiums  paid  by  them  shall  be  guaranteed  of  payment;  and,  second, 
that  the  price  paid  for  policies  is  not  excessive.  But  we  certainly  can 
not  ignore  entirely  the  interests  of  companies,  as  identified  with  the 
interests  of  policyholders  and  the  public  to  this  extent,  at  least,  that  in 
so  far  as  the  interest  of  a  company  are  impaired,  the  interests  of  its 
policyholders  are  disparaged.  We  should  find  the  equipoise  of  interest 
between  companies  and  policyholders,  protecting  companies  in  their 
contracts,  so  fur  as  it  is  right,  and  protecting  policyholders  in  their 
rights  so  far  as  they  are  involved  and  guaranteed.  In  view  of  the  rela- 
tion between  a  company  and  its  assured,  whatever  ignores  the  interests 
of  companies  must  react  against  policyholders. 

Therefore,  I  take  it  for  granted,  that  in  all  our  discussions  the  interests 
of  companies,  and  of  policyholders,  and  of  the  state  and  public  will  be 
considered,  and  that  any  legislation  proposed  will  be  made  to  subserve 
these  mutual  and  reconciled  interests.  Let  us  classify  insurance  com- 
panies into  stock,  mixed,  and  mutual,  ignoring  any  consideration  of 
charity  in  any  contract  of  insurance.  Insurance  will  be  charity  when  it. 
is  given  as  alms;  it  cannot  be  when  it  has  consideration  in  money  paid 
for  it.  If  you,  sir,  invest  one  hundred  thousand  dollars  in  a  ship,  for  the 
transportation  and  importation  of  foreign  merchandise,  which  may  be 
absolutely  necessary,  if  you  choose,  to  this  country,  with  no  other  view 
than  the  profit  on  the  investment  from  freights,  you  cannot,  with  any 
degree  of  reason,  claim  exemption  from  taxation  on  such  profits  on  the 
ground  that  you  have  subserved  an  important  public  interest  But  you 
may,  with  the  utmost  show  of  right,  claim  exemption  from  taxation  upon 
the  guarantee  of  the  continuance  of  the  ship's  existence,  in  a  policy  of 
insurance.  If  a  tax  be  imposed  upon  the  premium  paid  the  insurance 
company,  lessening  to  the  company  the  compensation  for  the  risk,  it 
mubt,  in  turn,  be  levied  upon  the  premium;  so  that,  practically,  the  ship 
will  have  paid  taxes  twice;  once  upon  its  value,  and  again  upon  the 
guarantee  that  it  is  vaiug.  A  company  of  individuals,  organized  with  a 
stock  capital  to  insure  lives,  with  a  view  to  profit  from  the  investment  on 
the  chances  of  human  life,  are  no  more  entitled  to  exemption  of  their 
stock  from  taxation,  than  the  owner  of  a  ship  from  taxation  upon  his 
vessel.  And  such  a  company  is  not  less  entitled  to  exemption  from  taxa- 
tion upon  its /reiii/ariiM,  than  the  holder  of  the  policy  upon  the  ships  is 
entitled  to  exemption  from  taxation  upon  his  guarantee  that  the  ship 
skail  coniinme  to  be  a  skip  ;  that  the  value  upon  which  he  has  paid  regular 
tribnte  to  his  state  and  country,  skaii  be  value.  The  same  line  of  argu- 
ment applies  to  mixed  insurance  companies,  as  to  taxation  upon  the 
guarantee  capital,  put  up  for  the  security  of  policyholders  against  the 
chances  of  profit.  But  here  the  analogy  ceases.  A  purely  mutual  com- 
pany is  an  organization  of  individuals  with  a  view  not  in  the  least  to  divide 
projitf^  but  to  divide  losses.  The  contributions  of  premium,  called  capital 
for  want  of  a  better  and  more  definite  term,  have  been  taxed  through  all 
the  stages  of  their  acquirement,  as  profits,  or  income,  from  interests  on 
investments  and  the  like,  and  to  tax  the  premiums  which  make  up  this 
safety  fund  is  to  tax  expenditures^  not  income  or  profits.  Keeping  steadily 
in  view  the  concession  that  a  tax  on  income  in  premiums  of  insurance  is 
a  tax  upon  the  cost  of  inf^urance,  the  reasons  against  taxing  such  pre- 
miums, of  any  kind,  are  without  limit.  The  fallacy  of  the  argument  that 
a  policy  of  insurance  stands  upon  the  same  commercial  footing  with  a 
store  of  wines  in  a  private  cellar,  a  stock  of  merchandise  and  the  like,  can 
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be  easily  established.  I  cannot  perceive  a  single  point  of  analogy.  A 
stock  of  wines  in  a  private  cellar  is  purchased  for  consumption.  A  policy 
of  insurance  has  no  available  value  for  use  in  any  way.  A  stock  of  mer^ 
chandise  baa  convertible  value,  with  a  possible  margin  for  profit.  A 
policy  of  insurance  is  not  convertible  in  the  first  place,  and  cannot,  by 
any  possibility,  unless  there  be  fraud  in  obtaining  it,  offer  any  margin  for 
profit.  The  relation  of  a  policy  to  the  premium  paid  is  adjusted  to  such 
mathematical  precision  of  equality,  that  recovery  under  a  policy  of  insur- 
ance, life,  fire,  or  marine,  can  but  replace  the  guaranteed  value  lost,  less 
the  premiums  paid,  and  no  more.  One  pays  taxes  on  his  house,  his 
ship,  his  horse,  his  watch,  his  farm,  because  they  have  value  for  occu- 
pancy, for  use,  for  employment  as  incidental  to  profits  from  such  occupancy, 
use  or  emploj'ment.  They  have,  besides,  a  convertible  value  in  money. 
A  policy  of  insurance  is  not  at  all  analogous,  in  that  it  is  only  a  warrant 
of  assessed  value,  and  cannot  theoretically  produce  gain  in  either  use, 
interest  or  profit 

My  point  can  be  best  illustrated  by  a  comparison  between  a  policy 
of  life  insurance  and  a  government  bond,  as  an  investment.  I  borrow 
the  comparison  from  one  of  the  gentlemen  who  has  preceded  me.  By  an 
ordinary  life  policv,  we  mean  such  an  one  as  is  to  be  paid  at  the  death  of 
the  person  whose  life  is  insured.  When  I  say  is  to  be  paid,  I  mean  under 
certain  expressed  contingencies.  Violation  of  the  terms  of  such  a  policy, 
in  many  ways,  is  possible,  and  the  violation  in  any  way  is  fatal.  It  is 
not  difficult  to  put  it  within  the  power  of  a  company  to  annul  and  cancel 
the  policy.  Mark  you,  Mr.  President,  the  policy  is  to  be  paid  only  at  the 
death  of  the  insured.  AVhile  he  lives  it  has  no  value  to  anybody,  not 
even  to  himself  It  is  not  convertible,  and  if  it  were,  it  has  within  it, 
and  bears  upon  its  face  elements  of  loss,  to  him  who  only  converts  it, 
even  by  sale  to  the  company  which  issued  it.  It  will  not  pay  taxes,  it 
will  not  pay  licenses,  even.  Its  value  is  prospective  entirely;  its  value  is 
contingent,  dependent  upon  many  concurrent  contingencies,  all  neces- 
sary to  its  payment,  any  one  being  sufficient  to  cancel  it.  I  suspect  that 
it  is  established  with  mathematical  precision  that  there  is  not,  cannot  be 
in  any  such  policy  any  element  of  profit;  there  cannot  be,  even  any 
definable  element  of  speculation.  It  will  have  been  a  constant  source  of 
expense,  the  most  beneficial  result  of  which  will  be  to  re-place  itself,  less 
interest.  This  is  easily  demonstrated  as  to  companies,  if  not  so  clearly 
comprehended  as  to  individuals.  Any  actuary,  any^mathematician,  any 
intelligent  and  well-informed  person  will  tell  you  that  when  a  mutual 
company  is  closed,  and  at  every  stage  of  its  existence,  each  dollar  of 
assets  has  a  corresponding  dollar  of  liabilities.  None  of  these  character- 
istics are  found  in  a  government  bond.  That  has  a  value,  it  has  a  value 
guaranteed  by  the  most  powerful  government  on  earth  in  point  of 
financial  resources.  A  government  bond  has  a  convertible  value;  it  may 
be  worth  sometkiwgy  and  yet  be  worth  either  more  or  less  than  its  face. 
It  pays  active  interest.  It  is  property.  It  represents  a  value  in  money. 
A  life  policy  can  represent  no  value  so  long  as  in  this  country  a  human 
life  has  no  value  in  money. 

These  arguments,  Mr.  Chairman,  pertain  to  the  equity  view  of  taxation 
upon  premiums  of  insurance.  And  if  it  be  decided  that  such  premiums 
have  no  claim  in  equitv  to  exemption  from  taxation,  let  us  discuss  the 
impolicy  of  exercising  the  rr^^ki  to  tax  them. 

It  has  been  argued  that  premiums  derived  from  one  state,  and  flowing 
into  another,  enhance  the  revenue  of  the  state  in  which  received,  for 
which  that  state  gives  no  remuneration,  while  the  state  from 
which  drawn  receives  no  compensations.  And  that  is  the  gist  of  all 
the  arguments  upon  the  affirmative  of  the  resolution  of  the  gentleman 
trom  Alabama,  now  under  consideration.  In  reply,  it  seems  sufficient  to 
remind  you,  gentlemen  of  the  convention,  that  the  state  enhanced  by 
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investments  of  premiums,  compensates  hy  the  return  of  vast  amounts 
paid  in  losses.  Not  only  is  this  true,  but  the  state  in  which  a  company 
majr  be  domiciled,  practically  piarantees  such  return,  it  may  be  with 
increase,  if  the  losses  paid  to  such  state  exceed  the  tabular  expectations. 
And  such  return  must  be,  in  any  event,  at  least  equal  to  the  moneys 
received  in  premiums,  less  interest.  So  that,  practically,  the  state 
receiving  premiums  has,  for  margin  of  benefit,  only  the  lowest  rate  of 
interest  for  the  highest  class  of  security.  To  encumber  insurance  with 
taxation,  is  to  force  upon  a  community  the  hazards  of  the  whole  risk 
upon  all  its  property,  the  inevitable  result  of  which  must  be,  when  any 
great  calamity  comes,  the  inability  of  local  companies  to  meet  the  losses, 
and  the  consequent  and  paralyzing  total  loss  of  resources  of  the  national 
calamity  at  Chicago  shall  have  taught  us  the  suicidal  tendency  of  thus 
burdening  and  restricting  insurance,  the  incalculable  losses  by  that 
conflagration  will  not  have  been  utterly  without  compensation.  Sut  if, 
with  the  lights  and  experiences  of  that  disaster  before  us,  we  are  not 
brought  to  consider  more  eminentlv  the  interests  of  assured  and  insured, 
all  the  suffering,  all  the  distress,  all  the  loss  will  be  in  vain.  Were  it 
practicable,  I  should  say  that  each  state  should  offer  a  premium  for 
foreign  insurance.  Were  it  practicable,  taking  a  human  life  to  represent 
so  much  of  muscle  and  brain  in  the  development  of  the  country,  I  should 
say  let  the  country  insure  the  perpetuity  of  mental  and  physical 
resources. 

As  in  my  state  we  have  no  insurance  department,  and  no  insurance 
laws,  specifically  as  such,  the  two  matters  of  taxation  and  deposit 
have  peculiar  interest  for  us. 

I  must  say  that  my  ideas  upon  this  subject  are  somewhat  heterogeneous, 
and  I  am  not  prepared  to  say  what  rate  of  taxation  will  be  satisfactory, 
except  as  an  adjustment  of  the  extremes  of  opinion.  None  of  the 
proposed  plans  of  taxation  fully  met  my  views.  I  must,  however, 
disclaim,  so  far  as  my  feelings  are  concerned,  any  participation  in  the 
view  of  the  gentleman  from  Alabama  (Mr.  Reynolds),  that  we  are  here 
in  the  interests  of  the  policyholders  exclusively.  I  do  not  think  so.  We  are 
here  in  the  interest  of  the  policyholders  to  just  this  extent,  and  nothing 
more :  first,  that  the  paymentof  policies  issued  upon  the  premiums  paid  by 
them  to  companies,  shall  be  guaranteed ;  and  next,  that  the  price  paid  for 
these  policies  is  not  excessive.  But  we  certainly  cannot  ignore  the 
interests  of  the  companies,  as  identified  with  the  interests  of  the  policy- 
holders,  to  the  extent,  at  least,  that  in  so  far  as  we  impair  the  interests 
of  the  company,  we  must  impair  the  interests  of  the  policyholders.  We 
are  to  find  the  equipoise  of  interest  between  the  companies  and  the 
policyholders,  protecting  the  companies  in  their  contracts  so  far  as  it  is 
right  to  do  so,  and  protecting  the  policyholders  in  their  rights,  so  far  as 
they  are  guaranteed.  In  view  of  the  relation  between  a  company  and  its 
assured,  whatever  ignores  the  rights  of  a  company,  the  interests  of  a 
company,  as  a  matter  of  course,  must  react  against  the  policyholder. 
Therefore,  in  all  discussions,  I  take  it  for  gpranted  that  the  interests  of 
the  company,  and  the  interests  of  the  policyholder  will  both  be  considered* 
and  that  any  legislation  will  be  made  to  subserve  their  mutual  interests. 

It  seems  to  me,  Mr.  President,  that  there  must  be  a  difference  of  taxa- 
tion upon  stock  companies,  mutual  companies,  and  mixed  companies 
respectively.  If  I  put  one  hundred  thousand  dollars  into  a  ship  to 
import  from  a  foreign  country  any  merchandize  which  is  absolutely 
necessary  to  this  people  without  any  other  view  than  finally  making 
money  on  the  transportation,  I  subserve  the  public  good  of  this  country, 
it  is  true,  but  I  do  not  put  my  money  in  that  ship  for  that  purpose  speci- 
fically. It  is,  with  the  single  purpose  of  realizing  a  profit  upon  the 
investment,  and,  in  connection  with  that  I  must  take  the  contingencies 
which   are  inseparable  from   any  enterprise.      A  company  of  persons 


organized  with  a  stock  capital  to  insure  lives  with  a  view  to  the  profit 
from  the  investment,  on  the  certainty  or  uncertainty  of  human  life,  are 
DO  more  entitled  to  the  protection  of  their  capital  or  its  exemption  from 
taxation,  than  a  man  who,  while  a  drouth  prevails  in  Louisiana,  imports 
com  from  Ohio,  anticipating  an  advance  in  the  grain.  So,  agam,  if  the 
holders  of  stock  in  a  mixed  company  to  the  amount  of  one  hundred 
thousand  dollars  are  entitled,  under  \u  charter,  to  receive  any  certain 
percentage,  say  twenty  per  cent,  as  dividend  upon  their  stock,  then  to 
the  extent  of  that  capital  it  is  invested  for  no  other  purpose  than  to 
realize  the  percentage  of  interest  on  the  money  invested.  Capital,  in  a 
mixed  company,  life,  fire  or  marine,  is  entitled  to  no  more  protection 
or  exemption  than  an  amount  of  money  invested  in  a  railroad  which 
certainly  subserves  the  general  good,  but  the  investment  in  which  is 
made,  not  with  the  single  view  of  mutual  protection  against  loss,  but  in 
consideration  of  the  profit  to  be  made  out  of  it.  It  is  certainly  not 
feasable  to  tax  the  capital  of  a  mixed  company  in  any  other  state  than 
that  in  which  it  is  domiciled;  because  all  the  profits  and  all  the  losses 
accrue  in  such  state.  It  is  true,  that  capital,  put  into  a  mixed  company 
to  that  extent,  is  beneficial  to  the  policyholder  in  that  it  is  risked  in 

Siaranteeing  the  policies.  But  it  is  an  investment  of  money  for  profit, 
ne  who  pays  money  as  premium  on  any  policy  of  insurance  can  have 
no  motive  of  profit,  because  the  premium  is  adjusted  to  the  amount  of 
insurance  with  such  mathematical  precision,  that  when  the  policy  is  a 
claim,  he  cannot  do  any  more  than  recover  the  outlay  if  he  attains  the 
expectancy  on  his  life.  The  protection  sought  by  a  life  policy  tends, 
perhaps,  as  much  to  the  public  good  as  any  investment  of  money  on 
earth.  It  relieves  the  state  of  the  necessity  for  making  provision,  at  the 
public  cost,  for  indigent  citizens.  There  can  be  but  one  single  purpose  in 
any  policy  of  insurance,  andi  that  purpose  to  define  and  protect  existent 
values,  not  to  increase  them,  unless  the  policy  be  one  specifically  guaran- 
teeing earnings  on  profits.  There  can  be  no  idea  of  speculation.  Now,  if 
rou  protect  all  policies  alike  how  will  it  work  ?  One  seei  ng  that  a  policy  of 
life  insurance  is  itself  protected  from  taxation — seeing  that  the  cost  of  that 
policy  is  protected  from  taxation — havine  fifty  thousand  dollars  ready 
money  at  his  hand  invests  in  a  policy  of  life  insurance  to  be  paid  to  himself, 
if  alive,  at  a  certain  time,  just  exactly  as  he  would  invest  in  United  States 
government  bonds.  In  all  such  policies  as  can  by  any  contingency  be 
made  of  pecuniary  service  to  the  insured,  there  is  an  idea  of  speculation, 
which  should  be  taxed.  In  all  such  policies  as  plainly  announce  on  their 
face  that  they  are  meant  to  provide  only  against  the  reverses  of  fortune 
for  the  widow  and  orphan,  they  should  not  be  taxed,  in  mj  opinion. 

Whenever  an  investment  is  made,  speculating  on  the  calculations  on 
which  the  estimates  of  a  company  are  based,  under  such  circumstances 
as  that  a  favorable,  or  unfavorable  result  in  its  speculations  will  redound 
to  the  profit,  or  injury  of  the  individual,  it  is  just  as  much  a  subject  of 
taxation  as  when  he  puts  the  same  amount  of  money  in  a  stock  of  shpes, 
speculating  as  to  whether  the  price  would  advance  or  recede. 

Again,  every  policy  of  life  insurance,  during  its  continuance,  is  of  con- 
tingent benefit.  If  that  policy  reaches  its  maturity  it  will  benefit  some- 
body ;  if  it  be  an  endowment  policy,  the  assured  himself;  it  it  be  a  policy 
payable  at  his  death,  then  the  profit  will  be  to  the  beneficiaries.  But  if 
the  policy  be  surrendered  before  its  consummation,  before  the  money  be 
payable,  do  you  not  perceive  that  if  a  tax  be  levied  upon  a  premium  on 
that  policy  during  its  continuance  the  insurance  will  have  been  charged 
for  a  prospective  value  which  can  never  be  derived,  since  the  policy  has 
lapsed.  I  make  that  thought  the  basis  of  the  idea  that  the  results  of  a 
policy  should  rather  be  taxed  than  the  prospective  benefits.  If  policies 
must  be  taxed  at  all,  let  them  be  taxed  when  the  benefit  is  realized,  when 
the  money  is  in  hand.    I  insure  my  life  for  ten  thousand  dollars  upon  the 
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ten  year  endowment  plan ;  you  insure  your  life  for  ten  thousand  dollars 
upon  the  lite  plan.  The  company  remains  solvent  until  my  policy 
matures.  We  have  both  been  taxed  two  per  cent  on  our  premiums.  I 
get  my  money  at  the  end  often  years,  and  the  twelfth  year  the  company- 
fails.  Where  do  you  get  yours?  I  will  have  derived  the  benefit  for  which. 
I  am  taxed.  The  policy  for  which  you  have  paid  eleven  years' taxes  ia 
still  prospective.  Now,  if  the  tax  imposed  upon  me  had  been  levied  upon 
the  policy  when  I  realized  upon  it  I  should  have  paid  the  money.  In 
your  case,  as  you  never  realized  on  the  policy,  as  a  matter  of  course,  you 
would  never  have  paid  the  taxes.  When  you  realize  on  the  policy  you 
have  money  in  hand,  and,  until  you  realize  on  the  policy,  a  tax  is  simply 
a  burden  on  prospective  provision,  which  fulfils,  as  I  said  yesterday, 
the  higher  moral  law — the  higher  social  law. 

A  policy  of  life  insurance,  Mr.  President,  is  not  convertible;  how  can 
it  be  with  so  many  classes?  who  can  convert  it?  You  tax  me  upon  a 
policy  of  life  insurance  as  property,  and  by  the  very  same  law  which 
taxes  me  as  property  you  provide  that  I  shall  not  avail  myself  of  the 
benefit  of  that  property.  Since  a  policy  is  not  convertible — since  it  ia 
valueless  to  me  until  a  certain  anticipated  contingency  occurs,  in  what 
sense  is  it  property?  If  it  be  not  property,  upon  what  basis  it  is  taxed  ? 
It  is  certainly  not  a"  tax  upon  the  necessity  of  the  continuance  of  human 
life  in  conformity  with  the  divine  law.  I  must  live  until  it  be  ordered 
that  I  die.     Am  I  taxed  for  living? 

Mr.  Gainbs  :  I  have  but  one  single  idea  further,  which  is  on  deducting 
the  losses  from  the  gross  premium  to  determine  the  basis  of  taxation.  A 
company,  organized  under  the  laws  of  New  York,  is  doing  business  in 
the  state  of  Arkansas.  It  may  happen,  under  many  circumstances  likely 
to  occur,  that  the  premiums  paid  by  the  state  of  Arkansas  into  their 
company  for  a  particular  year  may  be  less  than  the  losses  in  that  state. 
There  will  evidently,  then,  be  no  tax  upon  those  in  that  state.  Suppose 
that  it  happened,  which  is  a  contingency  likely  of  realization,  that  in  the 
itate  of  New  York,  in  that  same  year,  the  death  rate  were  low.  Evidently, 
the  distribution  of  the  surplus  earned  by  that  company  in  the  United 
States  must  be  to  all  its  policyholders  alike,  which  will  work  injustice  to 
them,  or  it  must  be  based  upon  the  rate  of  taxation  in  the  states  where 
these  policies  are  held.  It  results,  then,  that  by  the  local  misfortune  of  a 
company,  the  premiums  received  in  a  state  are  relieved  of  taxes.  The 
citizen  policyholders  in  that  state  avail  themselves  of  the  misfortune  of 
that  company,  and  receive  an  increased  dividend  because  they  are  not 
taxed.  That  proves  the  fallacy,  I  think,  of  deducting  the  losses  from  the 
premiums  before  the  assessment  for  taxes  is  made.  It  will  be  better  to 
arrive  at  a  system  of  taxation  which  will  work  no  injustice  to  the  policy* 
holders.  And  to  the  end  that  all  the  inequalities  of  this  question  may  be 
compromised,  adjusted  and  settled,  I  now  offer  as  an  amendment  to  th» 
amendment  of  the  gentleman  from  Alabama  (Mr.  Reynolds)  that  the 
taxation  be  upon  the  basis  of  one  per  cent  upon  the  gross  premiums  of 
fire  companies,  one  half  per  cent  upon  the  gross  premiums  of  marine 
companies  and  upon  premiums  of  such  life  policies  as  mature  at  death, 
and  one  per  cent  upon  premiums  of  every  (  Iher  form  of  life  policies;  and 
that  the  question  of  taxing  the  capital  of  stcc!^  and  mixed  companies  be 
left  to  the  states  in  which  those  companies  are  organized. 

Mr.  Row,  of  Michigan  :  I  support  it  for  the  purpose  of  discussion. 

Mr.  Reynolds  :  Having  offered  the  first  amendment,  I  suppose  I  have 
the  right  to  accept  the  amendment  of  the  gentleman  from  Louisiana  (Mr. 
Gaines)  as  my  amendment? 

The  President,  pro  tern :  Yes,  sir. 

Mr.  Reynolds  :  As  I  wish  to  get  the  sense  of  this  convention,  I  am 
willing  to  accept  it.  As  he  has  made  a  distinction  which  is  not  contained 
in  my  amendment,  I  would  like  to  have  the  vote  taken  separately  on  the 
points. 
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Mr.  Brkksb,  of  Wisconsin :  You  do  not  want  to  accept  it,  then  ? 

Mr.  Rkykolds  :  1  prefer  some  features  in  his  amendment  to  my  own. 

The  Prksidknt, /r^ /#«•  :  Does  the  chair  understand  the  gentleman 
from  Alabama  (Mr.  Reynolds)  to  say  that  he  accepts  the  proposition  ?  > 

Mr.  Rktkolds:  I  accept  the  amendment  of  the  gentleman  from 
Louisiana  ^Mr.  Gaines.) 

Mr.  Mn.LBR,  of  New  York :  Will  the  chair  please  to  state  the  ques- 
tion? 

The  Prksidknt,  fro  Um  :  The  question  is  now  on  the  adoption  of  the 
amendment.  There  is  now  an  amendment  to  an  amendment ;  the  gen- 
tleman from  Alabama  (Mr.  Reynolds)  accepts  the  proposition  made  by 
the  gentleman  from  Louisiana  (Mr.  Gaines)  as  an  amendment  to  the 
original  proposition.  The  question  is  now  on  the  adoption  of  the  amend- 
ment. 

Mr.  MiLLKR :  Before  the  question  is  put,  af«d  if  no  other  gentleman 
desires  to  be  heard,  I  would  say  a  word  or  two.  My  recollection  is,  that 
1  gave  expression  here,  either  the  other  day  or  at  the  last  session  of  the 
convention,  to  some  individual  opinions  upon  this  subject  adverse  to  the 
report.  I  think  I  concurred  in  the  report  as  it  was  first  made  to  the 
convention,  but  on  the  grounds  of  policy  not  of  principle.  I  wish  again 
here  to  reiterate  my  own  opinion,  that  I  believe  this  report  to  be  wrong 
in  principle.  I  do  not  believe  in  this  system  of  taxation.  I  do  not  believe 
in  taxing  any  business  in  this  way.  I  believe  in  the  principle  which  has 
been  alluded  to  of  taxing  property  and  not  taxing  income  or  outgo.  It  is 
vicious  in  principle,  difficult  of  application,  and  unequal  in  its  application 
and  in  its  results  upon  the  people  of  the  country.  There  is  no  basis,  in 
my  opinion,  upon  which  it  can  be  sustained  with  political  or  economical 
justice.  Therefore,  1  am  opposed  to  it  s'n  toio,  I  believe  in  taxing  pro- 
perty wherever  you  can  find  it.  I  believe  that  within  the  limits  of  a  state, 
or  elsewhere,  there  may  possibly  be  cases  where  a  certain  imposition  may 
be  made  upon  the  exercise  of  a  franchise,  but  I  do  not  believe  this  is  one 
of  those  cases. 

Now,  I  do  not  propose  to  enter  into  any  full  argument  on  this  subject, 
but  merely  to  express  an  opinion,  because  I  believe,  as  I  stated  before, 
that  quite  a  number  of  states,  and  I  then  thought  that  a  majority  of  the 
states  had  imposed  some  tax  of  this  character,  and  that  the  general 
feeling  of  the  convention  was  in  favor  of  it.  But  I  am  rather  pleased  to 
see  that  there  is  such  a  diversity  of  opinion  on  the  subject  now,  and  I 
hope  that  the  gentlemen  will  come  to  a  more  liberal  view  of  this  subject. 
I  do  not  see  why  any  state,  in  view,  certainly,  of  the  recent  calamity  at 
Chicago,  should  impose  restrictions  upon  the  use  or  introduction  of 
insurance  capital. 

Mr.  Brbesb  :  I  would  like  to  ask  the  gentleman  from  New  York  (Mr. 
Miller)  if  he  is  in  favor  of  allowing  insurance  companies  to  do  business 
without  paying  any  tax  at  all. 

Mr.  Miller  :  I  am  in  favor  of  allowing  the  companies  to  do  business 
just  like  individuals.  I  know  of  no  reason  why  we  should  tax  an  insur- 
ance company  upon  its  revenue  any  more  than  we  should  tax  an 
individual.  My  honorable  friend  from  Wisconsin,  (Mr.  Breese)  has 
likened  an  insurance  company  to  a  shoemaker's  f^hop  or  any  other  legiti- 
mate business  which  he  sa^s  is  properly  and  honorably  carried  on.  That 
any  legitimate  enterprise,  individual  as  well  as  corporate,  is  a  public  bene- 
fit, is  very  true.  Then  why  not,  by  state  law,  tax  the  income  of  a  shoe- 
maker, merchant  or  shopkeeper,  just  the  same  as  an  insurance  company  ? 
What  is  the  principle  on  which  this  taxation  lies?  He  admits  that  it  is  a  tax 
upon  the  man  who  pays  the  premium.  Why  should  he  pay  taxes  upon 
that  forsooth?  He  may  have  been  taxed  twenty  minutes  before,  or  the 
month  before,  or  six  months  before  upon  the  same  identical  money 
which  he  pays  as  the  premium  upon  his  policy.     He  has  first  been  taxed 
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property;  he  converts  it  into  money,  or,  if  he  had  it  in  money  the  pre- 
sumption is  that  it  has  been  taxed  already.  Then  he  is  taxed,  what  for? 
For  using  it  in  an  improper  way?  Upon  what  principle  does  .t  rest?  I 
would  like  to  have  some  gentleman  explain.  I  can  discover  no  reason 
anywhere  why  I  should  be  compelled  to  pay  a  tax,  of  say  one  hundred 
dollars,  that  I  may  chance  to  pay  as  a  premium  upon  my  policy  of 
life  or  fire  insurance,  any  more  than  upon  what  I  should  pay  a  hun 
dred  dollars  to  a  grocer,  tailor  or  shoemaker.  One  is  just  as  much 
a  necessity  of  the  present  condition  of  life  as  the  other.  It  is  con- 
sidered just  as  proper,  just  as  necessary  for  a  man  to  have  an 
insurance  upon  his  property  as  to  have  a  loaf  of  bread  in  his  house 
— ^just  as  provident.  Now  why  should  he  not  pay  a  tax  upon  the  :>ne 
just  as  well  as  upon  the  other?  It  may  be  that  I  have  been  particu- 
larly stupid,  and  have  not  seen  the  principle  upon  which  this  rests. ,  1 
presume  it  is  so,  and  I  hope  some  gentleman  will  explain.  But  I  have 
not  seen  it  yet,  I  must  confess.  Therefore  I  am  opposed  to  it,  and  am 
opposed  to  it  on  general  terms,  for  the  other  reasons  named.  You  do  not 
tax  men  upon  the  different  sums  that  they  pay  to  all  corporations.  You 
do  not  tax  railroad  corporations  upon  their  income.  You  do  not  tax 
banking  corporations.  You  do  not  tax  other  corporations  generally  in 
the  same  way,  as  I  understand  it.  Why  is  it  that  this  species  of  corpo- 
ration—these life  insurance  companies  should  be  selected  out  and  taxed 
in  this  particular  manner?  Why  is  it  that  their  property  should  be  sub^ 
jected  to  the  laws  which  govern  property  everywhere  and  yet  that  their 
income  should  be  taxed  in  this  special  manner?  I  can  see  a  great  many 
reasons  why  it  should  not  be,  but  have  been  unable  to  see  any  reasons 
why  it  should  be.  And  yet,  as  I  said  before,  if  there  were  any  real  great 
degree  of  unanimity  in  regard  to  this  matter,  between  the  states,  I  should 
not  have  raised  any  opposition  to  it.  For  my  own  part  I  can  say  for  the 
state  of  New  York  that  she  does  not  tax.  My  recollection  is  that  the  state 
of  Massachusetts  does  not  tax  companies  of  other  states,  except  life  com- 
panies under  a  reciprocal  clause.  And,  in  fact,  here  I  know  that  we  do 
not  tax  any  companies  except  where  the  other  companies  impose  a  tax 
upon  us. 

Mr.  Brsssv  :  Do  you  tax  fire  companies  in  New  York? 

Mr.  MiLLBR  :  Not  upon  their  income. 

Mr.  Breesb:  Not  upon  premiums? 

Mr.  Miller  :  I  do  not  know  about  that.  But  I  know  that  we  do  not 
except  under  a  reciprocal  clause. 

I  nope  that  this  question  will  not  be  allowed  to  endanger  the 
conclu.sions,  or  embarrass  the  results  of  our  deliberations  upon  other 
subjects,  and  if  fre  cannot  arrive  at  satisfactory  and  harmonious  con- 
clusions upon  this  subject  at  this  time,  I  hope  we  will  defer  discussion, 
and  leave  this  matter  open,  even,  if  necessary,  to  another  session.  At 
nil  events,  let  us,  so  far  as  possible,  agree  upon  those  matters  upon 
which  we  can  agree  with  the  greatest  unanimity;  and  if  it  is  impossible 
for  us  to  come  to  any  harmonious  action  upon  this  subject,  without  a 
great  yielding  of  individual  opinion,  let  us  have  it  out  for  the  prebent, 
and  attend  to  those  points  which  we  can  agree  upon.  Let  us  go  before 
the  legislatures,  at  all  events,  upon  some  subjects,  and  leave  out  those 
that  are  likely  to  prove  sources  of  embarrassment,  and  to  endanger  the 
enactment  ot  those  measures  that  we  can  cordially  ag^ee  upon. 

Mr.  Breesb,  of  Wisconsin :  I  do  not  wish  the  convention  to  under- 
stand that  this  committee  has  not  considered  this  question  thoroughly, 
and  had  not  in  mind  the  recent  disasters  which  fire  insurance  companies 
have  suffered  from  the  terrible  conflagration  in  Chicago.  And  they 
were  of  the  opinion  that  the  tax  proposed  here  was  exceedingly  light. 
That  was  the  reason  why  I  consented  to  this  report,  instead  of  making 
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the  tax  i>^  per  cent  upon  the  gross  premium,  in  view  of  what 
companies  have  suffered  in  consequence  of  recent  losses  by  fire. 

Now,  there  are  here  a  number  of  delegates  who  are  opposed  to  taxing 
life  iasurance  companies  anything ;  and  if  we  were  to  draw  a  conclu- 
sion from  their  arguments,  it  would  seem  that  some  of  the  gentlemen 
would  not  tax  fire  insurance  companies  anything.  And  I  see  no  reason 
wfaj  they  should  be  taxed  anything  if  life  companies  are  not  But  I 
am  glad  that,  thus  far,  this  convention  has  discouraged  the  recom- 
mendation of  any  legislation  that  would  tend  to  produce  the  evil  that  a 
policy  like  this  would  occasion.  What  would  be  the  result  if  life 
insurance  companias  were  exempt  from  taxation  ?  What  would  be  the 
consequence?  Why,  a  man  could  invest  two  or  three  hundred  thousand 
dollars  in  three  or  four  life  insurance  companies,  or  buy  that  amount  of 
insurance,  and,  according  to  your  policy,  it  would  be  forever  free  from 
taxation.  I  could  buy  a  certain  class  of  policies  that  would  bring  me  a 
nice  income,  that  would  support  me  as  long  as  I  lived,  and  my  familpr 
after  me,  and  they  would  escape  taxation  wholly.  That  is  just  what  it 
would  result  in,  and  it  is  just  what  is  being  done  now  to  avoid  taxation 
and  to  avoid  creditors,  i  am  glad  that  this  convention  has  discouraged 
the  proposition  of  the  gentleman  from  Maine,  to  exempt  a  large  amount 
of  insurance  from  the  demands  of  honest  and  poorer  creditors.  I  don't 
believe  in  avoiding  just  obligations  in  this  way.  I  think  the  laws  of  the 
different  states  make  ample  provisions  already  for  such  cases.  It  may 
answer  very  well  for  the  state  of  New  York  to  go  upon  ttiis  theory.  I 
suppose  that  here  the  capital  of  insurance  companies  is  taxed ;  and  as  a 
large  number  of  the  companies  of  the  country  are  located  here,  a  great 
benefit  and  revenue  must  be  derived  by  the  state  from  this  source.  But 
in  the  western  states  —  Iowa,  Kansas,  Minnesota,  Wisconsin,  Illinois, 
Indiana  and  Michigan  —  in  fact,  in  most  of  the  middle  and  western 
states,  we  have  few,  if  any,  fire  insurance  companies  having  capital  upon 
which  we  can  realize  any  revenue.  The  consequence  is,  that  our  money 
goes  by  millions  to  these  insurance  centres,  where  these  companies  are. 
Large  reserves  —  I  mean  life  more  particularly  —  large  reserves  are 
being  laid  by  here,  for  our  policyholders,  that  are  never  taxed.  Their 
money  is  here,  and  it  never  pays  a  cent  of  tax  in  the  state  of  Wisconsin, 
or  in  the  states  where  the  policyholders  reside. 

As  I  stated  in  my  remarks  before,  probably  the  just  and  true  way  would 
be  for  the  assessor  to  take  the  value  of  every  policy  of  our  citizens,  and 
put  it  upon  the  assessment-roll  every  year,  and  levy  upon  it  the  taxes 
necessary  for  the  support  of  the  government.  I  am  not  determining 
what  it  would  be ;  but  whatever  it  is,  let  that  be  put  upon  the  assessment- 
roll,  and  the  taxes  of  the  state  levied  upon  it.  But  the  money  is  not 
there,  and  it  cannot  be  levied  upon.  The  money  is  here  in  New  York ; 
and  we  have  restrictive  laws,  locking  it  up  here;  and  we  do  not  permit 
it  to  be  invested,  except  a  portion  of  it.  So  that,  you  see,  a  large  amount 
of  our  funds  is  thus  hoarded  up  where  we  cannot  reach  it.  A  farmer 
invests  in  real  estate;  and  it  does  not  make  any  difference  whether  he  is 
able  to  pay  for  it ;  he  may  be  in  debt  for  half  of  it;  he  may  have  bought 
a  farm  for  $10,000,  while  he  had  only  paid  $5,000  on  it.  The  assessor 
comes  around,  and  the  farmer  is  obliged  to  pay  upon  the  $10,000  for 
local  taxes.  His  neighbor  buys  $10,000  of  insurance;  and  the  money  is 
here  in  New  York,  and  it  does  not  pay  a  cent  of  taxes.  Now,  I  cannot 
see  the  principle  of  such  a  policy  as  that.  My  idea  is,  that  if  a  policy  is 
bad,  it  lacks  principle  also;  and  if  a  policy  has  not  a  principle  in  it,  why 
we  don't  want  to  sustain  it,  But  I  think  there  is  a  principle  here,  and  a 
very  good  principle,  that  these  policyholders  should  pay  their  proportion 
of  the  taxes,  as  well  as  other  people  having  property,  whatever  it  may 
be.  One  gentleman  said  he  was  in  favor  of  taxing  this  property  like  any 
other  property.     Now,  is  it  done  anywhere  ?    The  mode  that  we  suggest 
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here — of  taxing  upon  the  premium — is  adopted  by  thirtj  states  of  the 
union ;  and  it  is  the  way  we  generally  tax  corporations.  If  there  is  any- 
thing in  the  constitution  of  Wisconsin,  or  of  Kansas,  that  is  opposed  to 
this  principle,  then  I  say  that  we  should  change  the  constitution,  if  it  is 
impracticable  to  tax  these  moneyed  corporations  in  any  other  way.  If  we 
cannot  tax  them  in  any  other  way,  then  we  must  change  our  constitu- 
tions ;  and  it  can  be  done.  I  am  clearly  of  the  opinion  that  they  should 
be  taxed.  And  here  in  New  York  I  do  not  understand  that  the  whole 
assets  are  taxed.  It  is  only  the  capital.  I  do  not  understand  that  the 
reserve  proper  is  taxed  at  all.  Not  a  particle  of  tax  is  paid.  Some  may 
have  omitted  to  calculate  how  trifling  a  tax  this  wouM  be.  It  is  not  any- 
thing like  what  the  farmer  would  have  to  pay,  or  the  merchant,  or  any 
other  enterprise  in  our  midst  has  to  pay — nothing  at  all  to  be  compared 
with  what  the  merchant  has  to  pay  upon  his  capital  and  stock  of  goods, 
two  or  three  per  cent  every  year,  including  his  profits.  If  he  has  got  his 
paper  in  the  bank,  he  has  got  to  pay  taxes  on  that  as  upon  a  profit.  If 
his  profit  is  in  stocky  that  stock  is  entered  on  the  books,  and  he  pays  a 
tax  upon  it.  This  tax,  here  proposed,  is  very  light ;  and  I  think  it  is 
very  reasonable  compared  with  taxes  that  are  imposed  upon  people, 
according  to  the  other  method.  And  I  think  it  would  be  satisfactory,  and 
ought  to  be  satisfactory,  generally;  and  I  think  that  if  it  is  adopted  by 
this  convention,  that  we  may  feel  assured  that  the  legislatures  of  the 
different  states  will  pass  laws  carrying  it  out.  But  if  it  is  not  done,  I 
have  no  idea  that  uniformity  can  be  effected. 

Mr.  Miller,  of  New  York :  I  freely  confess,  that  I  have  no  substitute 
to  propose  for  the  report.  I  confess  that  I  have  no  particular  hostility, 
except  such  as  I  have  expressed,  to  the  gentleman's  views ;  although  I 
think  that  they  are  not  sound  in  principle,  I  am  willing  to  yield  my  con- 
victions, if  there  is  a  general  feeling  in  favor  of  his  report;  and  I  will 
freely  co-operate,  to  have  my  state  adopt  what  is  recommended  by  the 
convention.  The  gentleman  says  that  he  sees  no  reason  why  the  man 
who  pays  an  insurance  premium,  should  not  be  taxed,  as  well  as  the  man 
who  owns  a  farm.  I  do  not  disagree  with  the  gentleman.  I  say  he  is 
taxed.  But  I  do  not  see  why  he  should  be  taxed  upon  the  use  of  that 
money  in  that  particular  way.  A  man  must  have  money  before  he  can 
pay  it  out ;  ancl  it  does  not  make  any  difference  whatever  if  it  is  in  corn,  or 
land,  or  bonds,  or  any  other  species  of  property.  That  property  is 
undoubtedly  reached — the  presumption  is,  that  it  is  reached  by  the 
taxing  power  somewhere,  and  in  some  way  that  it  pays  the  tax. 

Mr.  Brbbsb  :  How  is  the  reserve  reached  ? 

Mr.  Miller  :  It  is  reached  before  it  becomes  a  reserve.  You  certainly 
do  not  reach  it  as  a  reserve.  You  only  tax  it  as  an  income  to  the 
company. 

And  then,  again,  the  gentleman  distinguishes  between  the  company 
and  the  person  who  pays  the  premium.  Now,  in  ninety-nine  cases  out  of 
a  hundred — at  all  events,  a  large  majority  of  cases  in  life  insurance  com- 
panies— the  company  is  composed  of  policyholders ;  the  man  who  paya 
the  premium  is  a  part  of  the  company.  There  is  no  distinction  to  be 
drawn  between  the  man  who  pays  the  premium,  and  the  company.  They 
are  not  hostile,  but  identical  in  interest. 

I  say,  again,  that  I  am  at  a  loss  for  the  principle  upon  which  this  mode 
of  taxation  rests.  I  am  aware  that  this  theory  of  taxation  is  one  of  the 
most  complicated  and  unsettled  that  we  have  to  deal  with  in  legislation. 
I  must  confess  that  my  own  views  are  quite  unsettled  upon  the  subject. 
But,  as  I  said  before,  I  have  been  unable  to  find  any  sound  principle 
upon  which  to  rest  this  report,  or  this  system  of  taxing  insurance  cor- 
porations. 

Mr.  Williams,  of  Ohio:  The  gentleman  from  New  York,  certainly 
ought  not  to  ask  any  one  here  for  any  principle  of  taxation.     He  said  im 
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liis  former  remarks,  that  he  should  not  pay  a  tax  on  his  premium  of 
insarance,  any  more  than  on  his  grocer's  bill,  or  his  clothier's  bill,  or  his 
shoemaker's  bill.  I  say  precisely — not  a  bit  more,  but  just  exactly  as 
much.  The  gentleman  certainly  is  quizzing  us.  What  is  the  diflference? 
The  insurance  premium  is  merchandise  for  sale  just  as  well  as  the  gro- 
ceries. Ol  the  grocer,  you  get  your  groceries;  and  of  the  insurance 
company,  you  get  your  insurances.  And  you  say  you  don't  pay  any- 
thing to  your  grocer.  Don't  you?  I  wouldf  like  to  know  if  the  man  that 
drank  the  coffee,  did  not  pay  the  tax  just  exactly  as  much  as  the  man 
that  paid  the  premium  for  his  policy  of  insurance?  It  seems  to  me  that 
there  is  no  trouble  about  this  question ;  for  if  you  are  in  favor  of  a  tax 
at  all;  if  it  is  necessary  to  have  a  tax  at  all;  then  tax  everything,  and 
you  will  have  it  equal.     [Applause.] 

If  you  are  opposed  to  taxation,  why  tax  nothing.  I  see  no  difference 
at  all,  in  principle,  between  an  insurance  policy  and  a  pound  of  coffee. 

Mr.  Gainks,  of  Louisiana :  Mr.  Chairman,  I  trust  that  both  you  and 
the  convention  will  permit  me  to  advance  one  or  two  ideas ;  for,  if  I  had 
been  permitted  to  extend  my  theory,  I  should  have  come  to  these 
points : 

First,  It  is  not  only  interest,  but  it  is  policy  to  tax  what  is  disadvan- 
tageous to  a  public  It  is  the  policy  of  a  government,  to  force  out  of 
consumption,  what  is  disadvantageous  to  its  people.  It  is  good  policy 
to  encourage  the  people  in  the  consumption  of  w.iat  is  advantageous  to 
them.  To  illustrate :  if  whisky  had  to  be  imported  from  the  island  of 
Malta,  I  should  say  that  it  would  be  advantageous  to  this  country  to  tax 
it  two  hundred  per  cent  on  the  cost  of  the  production,  if  the  importation 
be  advantageous  to  this  country.  It  issood  policy  to  tax  it  three  hundred 
per  cent  on  its  cost  of  production.  If  it  is  advantageous  in  its  use  to  the 
people  of  this  country,  it  is  good  policy  to  pay  a  premium  upon  its 
importation. 

Now,  my  idea  is,  if  it  be  feasible  at  all,  to  promote  everj  sort  of 
insurance  just  in  proportion  to  its  adaptability  to  the  necessities  of  the 
people,  whether  that  result  in  paying  a  premium  on  its  practice,  or  not 
taxing  it  at  all,  as  the  case  may  be. 

Now,  I  particularly  desire,  Mr.  President,  that  my  amendment  to  the 
amendment  of  the  gentleman  from  Alabama,  shall  not  commit  me  to 
endorsing  any  degree  of  taxation  upon  insurance,  and,  if  he  had 
permitted  me,  I  should  have  said  so.  I  do  not  endorse  any  degree  of 
taxation  upon  any  sort  of  insurance.  But  as  we  are  here,  not  to  discuss 
the  philosophical,  and  reasonable,  and  mathematical  bearing  of  things, 
but  to  arrive  at  a  feasible  and  possible  solution  of  differences  of  opinion 
as  they  exist,  I  proposed  a  half  per  cent  as  a  compromise.  I  do  not 
believe  it  is  possible  to  have  any  state  in  this  union  legislate  so  as  to 
have  any  sort  of  insurance  done  without  some  rate  of  taxation ;  and  if  it 
must  be  taxed  at  all,  I  don't  think  it  can  be  taxed  less  than  a  half  per 
cent. 

All  the  other  interests  come  in,  not  intending  to  have  insurance  taxed, 
but  intending  to  avail  themselves  of  the  arguments  in  favor  of  its 
exemption  to  relieve  the  taxes  upon  themselves  —  that  is  to  say,  discard- 
ing all  degrees  of  taxation  in  insurance.  If  you  say  **  Insurance  must 
not  be  taxed,  because  it  subserves  the  good  of  the  people,"  they  will  say 
"men  must  wear  clothes,  therefore  ^ou  must  not  tax  dry  goodfs."  Now 
determine,  first,  that  the  insurance  is  subject  to  a  tax,  but  let  the  tax  be 
jast  as  light  as  possible.  I  desire  to  make  this  explanation,  so  that  I 
may  not  be  understood  to  commit  myself  to  the  propriety  of  taxing 
insurance — life,  fire,  or  marine  —  at  all.  But  I  think  it  just  as  impossible 
to  have  uniform  legislation  in  this  country,  exempting  it  from  taxation  at 
all,  as  it  is  to  fly  to  the  moon.  Therefore  I  suggest  a  half  per  cent  as 
being  the  lowest  rate  possible.    I  made  the  exemption  in  favor  of  marine 
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and  life ;  because  the  marine  insures  against  so  many  more  contingencies- 
than  fire.  It  is  next  to  impossible  to  determine  the  relation  that  the^e 
contingencies  bear  to  each  other;  and  the  relation  that  each  one  of  the 
contingencies  bears  to  the  whole  of  the  rest.  A  fire  company  takes  a  risk 
against  a  house  burning  down.  If  it  falls  down,  you  cannot  recover.  If 
it  blow  up  bjT  the  explosion  of  what  is  interdicted  b^  the  policy,  the 
policy  is  forfeited.  If  a  house  fall  against  it  and  break  it  down,  it  is  not 
insured.  If  the  lishtning  strike  it,  and  knock  it  down,  but  does  not  burn 
it,  it  is  not  insured.  But  if  a  ship  founders,  if  the  li^^htning  strike  it,  if  it 
run  against  a  bank,  if,  in  the  darkness  of  the  night,  it  run  upon  a 
shoal,  if  any  of  the  contingencies  occur  which  are  destructive  of  the 
wood  which  is  the  composition  of  that  vessel,  the  policy  covers  it.  Now, 
just  in  proportion  as  the  risk  of  a  ship  is  increased — because  the 
exigencies  are  multiplied—  its  hazard  is  increased;  and  the  taxation,  in 
my  humble  opinion,  should  be  reduced.  I  don*t  think  that  a  life 
insurance  company  is  a  subject  of  taxation  at  all;  because  it  is  a 
precaution  taken  by  the  individual  to  guarantee  the  public  good,  and 
which  the  public  should  take  itself.  If  it  were  at  all  feasible,  I  should  say 
that  the  government  of  the  United  States  should  insure  every  sound 
male  citizen  against  death;  because  when  he  dies,  the  United  States 
loses  just  so  much  brain  and  muscle  in  the  development  of  the  interests 
of  the  country.  But,  inasmuch  as  I  do  not  believe  it  feasible  to  have  a 
uniform  regulation  to  the  effect  that  life  insurance  shall  be  exempt  from 
taxation,  I  put  it  at  a  half  per  cent;  and  if  you  put  it  at  the  one- 
hundredth  part  of  the  two-millionth  part  of  one  per  cent,  I  think  it  would 
be  better.  I  am  opposed  to  taxation ;  but  I  favor  a  taxation  of  one  half 
of  one  per  cent  as  the  least  possible  rate  which  can,  by  any  possibility, 
receive  the  uniform  approval  of  the  states. 

Mr.  Kelsey,  of  New  Jersey:  I  disagree  with  the  report  made  by  the 
committee,  and  I  also  disagree  with  the  amendment  as  offered  by  the 
gentleman  from  Alabama.  The  principle  of  taxation  which  has  been 
alluded  to  here  by  the  gentleman  from  New  York,  it  strikes  me,  should 
be  considered  in  something  like  this  lifi;ht.  If  the  Mutual  Benefit  Life 
insurance  company,  of  Newark,  New  Jersey,  comes  to  New  York,  and 
establishes  agencies,  and  through  the  medium  of  those  agencies  collect 
$100,000  in  premiums,  certainly  at  the  end  of  the  year,  when  the  tax  lists 
are  made  up  in  New  York,  the  valuation  is  reduced  to  just  that  extent; 
and  if  the  rate  of  taxation  in  this  state  is  2  per  cent  or  3  percent,  or 
whatever  it  may  be,  the  state  is  deprived  of  that  much  revenue,  which, 
had  the  money  been  invested  here,  or  had  it  remained  in  the  possession 
of  those  who  purchased  life  insurance,  she  would  have  been  entitled  to, 
and  would  have  received.  So,  in  the  state  of  New  Jersey,  the  numerous 
companies  doing  business  there,  take  from  our  citizens  a  large  amount  in 
the  aggregate,  redeeming  the  taxable  property  of  that  state  by  just  the 
number  of  dollars  that  they  bring  to  New  York.  Furthermore,  I  think 
companies  ought  to  be  taxed,  applying  the  principle  that  the  gentleman 
from  New  York  suggests,  the  same  as  individuals,  upon  what  they 
possess  —  upon  their  actual  wealth.  If  I  am  correctly  informed  (and  I 
have  the  authority  of  the  gentleman  from  New  York  for  this  statement), 
life  insurance  companies  of  this  state  (whether  fire  are  included  in  the 
same  category  I  am  not  informed)  pay  no  tax  to  the  state  upon  their 
investment  upon  the  security  of  real  estate. 

Three  of  the  life  insurance  companies  of  this  state,  whose  principal 
offices  are  in  this  city,  have  invested,  according  to  the  report  of  the  com- 
missioner from  Massachusetts,  which  I  hold  in  my  hand,  on  the  security 
of  real  estate,  $47,879,000,  nearly  50,000,000  of  dollars,  upon  which  they 
do  not  pay  one  single  cent  of  taxation  to  any  quarter.  About  $30,000,000 
of  that  is  invested  in  New  Jersey  on  the  security  of  real  estate.  The 
company  pays  no  tax  to  the  state  of  New  Jersey.     Furthermore,  the  bor- 
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rawer,  the  debtor  of  the  company  in  New  Jersey,  who  owes  thi's  money 
to  them  on  the  security  of  bond  and  mortgage,  is  obliged,  under  the  laws 
of  our  state,  to  pay  taxes  to  the  btate  upon  that  money  which  he  owes  to 
this  company.  Our  laws  are,  that  the  indebtedness  is  only  deducted  from 
the  valuation  of  property  assessed)  in  case  a  creditor  resides  in  the  state. 
The  theory  is,  that  the  propertjr  should  pay  taxes  to  the  state  in  some 
form;  and,  I  take  it,  that  that  is  the  correct  theory  of  taxation  in  all 
quarters.  I  believe  in  some  states,  the  principle  of  taxation  is  somewhat 
different.  Massachusetts,  as  I  am  informed,  has  a  system  of  taxing 
income  which  does  not  prevail  in  all  the  states,  and,  I  think,  in  not  very 
many  others.  The  three  companies  that  I  have  just  mentioned  as  having 
invested  on  the  security  of  real  estate  $47,897,000,  have  also  invested  in 
government  bonds  $7,374,000.  Here  is  $55,000,000  that  pays  not  a  dollar 
of  taxes  in  any  quarter. 

Now,  then,  I  am  in  favor  of  treating  insurance  companies  properly  and 
&irly ;  but  the  first  principle  of  justice  is  to  take  care  of  one's  self;  and  I 
say  that  the  state  owes  it  to  itself,  and  it  is  due  to  the  state,  that  its  public 
officers  shall  see  to  it,  so  far  as  they  have  influence  or  direct  the  legisla* 
tion  of  the  state,  that  the  interests  of  that  state  are  protected.  The  gen* 
tleman  has  said,  that  if  a  premium  of  a  dollar  of  life  insurance  is  paid  for 
$1,000,  for  instance,  and  the  company  is  to  be  taxed  on  that  premium,  it 
amounts  to  a  double  tax.  He  assumes  that  the  assured  has  already  paid 
a  tax  upon  the  premium ;  and  then  the  company  is  to  be  taxed  upon  it, 
making  a  double  tax.  That,  it  strikes  me,  is  quite  fallacious;  because,  if 
he  has  paid  a  tax  this  year,  next  year  the  amount  of  his  taxable  property 
is  reduced.  If  he  has  paid  $1,000  to  the  insurance  company,  he  has 
$1,000  less  to  pay  tax  on  next  year.  And  it  strikes  me  that  the  company 
ought  to  pay  the  tax,  or  it  ought  to  be  paid  to  the  state  in  some  form. 
As  to  assuming,  as  the  gentleman  has,  that  life  insurance  may  be 
accounted  as  one  of  the  necessities  of  life — that  you  might  as  well  take 
the  bread  out  of  a  man's  house  as  his  policy  of  life  insurance,  I  say, 
**  Just  as  well ;  and  it  is  bringing  the  matter  down  to  a  very  small  point. 
But  the  theory  is  to  tax  a  man  (and  I  agree  with  his  doctrine  upon  that 
point)  entirely  and  exactly  according  to  the  amount  of  his  wealth.  If  he 
is  worth  but  $100,  and  the  law  does  not  exempt  that  $100,  let  that  $100 
pay  tax  the  same  as  a  million.  If  he  is  worth  millions  he  may  possibly 
be  better  able  to  pay  his  tax.  But  taxes  must  be  paid  by  all  alike.  The 
gentleman  says,  **  Why  don't  you  tax  other  corporations  ?  You  don*t  tax 
railroads  and  other  corporate  bodies."  But  I  think  in  that  he  is  in  error; 
for  we  do  tax  other  corporate  bodies. 

Mr.  Miller  :  The  gentleman  did  not  understand  me.  I  said  they  are 
not  taxed  on  their  income  as  such. 

Mr.  Kelsbt:  I  am  speaking  of  corporations  doing  business  under  the 
laws  of  othe  states.  They  are  not  taxed  in  our  state.  The  Delaware 
and  Lackawanna,  and  the  Pennsylvania  Central,  that  has  just  leased  two 
of  our  roads,  will  be  obliged,  under  the  laws  of  the  state,  to  pay  a  tax 
upon  the  property  that  they  have  there ;  but  not  upon  their  income.  But 
if  it  can  be  said  that  life  insurance  is  a  beneficial  institution  conducing 
to  the  public  good,  it  ought,  according  to  sound  public  policy,  to  be 
exempted  from  taxation;  surely  the  same  thing  can  be  advanced  in  favor 
of  railroad  companies.  They  have  done  very  much  to  enrich  the  country 
and  develop  its  resources ;  and  if  the  door  is  to  be  opened  by  the  abolition 
of  all  tax  upon  fire  and  life  insurance  companies,  we  will  find  railroad 
companies  ready  to  walk  in  in  a  very  strong,  and  I  think  they  could  in  a 
very  favorable  light;  quite  as  favorable  as  the  insurance  companies 
could. 

The  whole  business  of  insurance,  it  strikes  me,  Mr.  President,  is  based 
upon  the  same  principle  that  every  other  branch  of  business  is.  Men  do 
not  go  into  insurance;    they  do  not  establish  fire  and  life  insurance 
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companies  to  benefit  their  fellow  men ;  they  do  it  to  make  muney  for- 
themselves,  or  to  make  places  for  their  friends  or  themselves ;  and  to 
give  them  power  in  the  community  by  the  control  of  large  sums  of 
money.  And  we  have  not  to  go  very  far  to  find  instances  of  that  kind. 
The^  abound  to  a  considerable  extent  in  our  own  state;  although  I  do 
not  intend  to  speak  of  any  state  in  particular. 

Again,  as  to  the  practicability ;  as  to  the  advantage  to  the  ]K>licyholder, 
to  the  patron  of  insurance  companies  of  abolishing  the  tax — does  any 
gentleman  here  presume  to  say,  or  to  believe,  that  the  public  would  g^t 
insurance  for  a  half  of  one  per  cent,  or  the.slighest  fraction  of  a  per  cent 
less,  if  the  state  taxes  were  abolished  ? 

It  has  been  suggested  to  me  that  in  the  matter  of  dividends  it  would 
make  a  difference  in  the  mutual  life  insurance  companies,  and  perhaps  it 
might.    But  I  am  inclined  to  think  that  the  rates  to  the  insured  would  be 
just  as  great  with  companies  working  under  the  laws  of  New  York  goin^ 
to  New  Jersey,  whatever  the  protection  of  our  laws,  and  of  our  courts.    If 
they  are  likely  to  be  imposed  upon,  through  the  vicissitudes  of  com- 
panies, they  come  there  and  appeal  to  the  courts;  and  are  protected  at 
the  large  expense  of  $500  per  day.    And  it  strikes  me  that  there  ought  to 
be  some  way  in  which  the  money  they  take  from  that  state  can  be 
reached ;   and  I  can  see  no  way  to  do  it,  except  direct  taxation  upon  the 
amount  of  their  gross  receipts ;  and  I  am  in  favor  of,  and  shall  offer  as  a 
substitute  now,  or  after  a  vote  has  been  taken  upon  the  question  already 
before  the  convention,  and  it  shall  have  been  defeated — I  shall  offer  an 
amendment  to  the  report  of  the  committee  that  the  tax  be  made  two  per 
cent  upon  the  gross  receipts  of  all  insurance  companies.     I  don*t  offer 
it  now.     I  think  the  better  way  would  be,  would  be  to  vote  upon  the 
question  already  before  the  convention ;  and  if  that  is  defeated,  then  my 
idea  can  be  presented  in  proper  form. 

Mr.  Spsmcbr,  of  Rhode  Island:  I  hope  the  amendment  will  not 
prevail.  As  a  member  of  the  committee  on  taxation,  I  last  May  cordially 
recommended,  and  a  majority  of  the  committee  favored  a  tax  of  one  and 
a-half  per  cent  on  the  gross  amount  of  premiums  received.  I  was 
favorable  to  a  tax  of  two  per  cent,  probably  from  the  fact  that  that  is  the 
tax  assessed  in  my  own  state  upon  the  gross  amount  of  the  premiums 
upon  fire  and  life  insurance  companies.  On  a  recommitment  of  that 
report  to  the  committee,  I  as  cordially  consented  to  a  change;  and  I  still 
am  in  favor  of  a  tax — not  having  been  convinced  by  the  remarks  of  the 
gentleman — that  it  is  in  itself  vrrong  to  tax  the  premiums  of  life  insur- 
ance companies.  If  this  was  indeed  a  question  of  right  and  wrong,  I 
should  certainly  have  no  question  in  my  own  mind  how  to  act,  believing 
it  always  practicable  to  do  what  is  right.  Now  sir,  I  will  take,  for 
instance,  an  example.  I  will  take  my  own  position  in  the  state  in  which 
I  live.  I  have  insurance  policies  on  my  life  to  the  amount  of  nearly 
$20,000.  I  regard  the  cash  surrender  value  of  all  of  those  policies  to-day, 
according  to  my  best  judgment,  to  be  in  the  neighborhood  of  $2,500. 
Now  sir,  in  the  event  of  that  act  being  repealed  in  our  state,  assessing  a 
tax  on  premiums,  should  I,  under  the  laws  of  our  state,  pay  a  tax  on 
that  $2,500,  the  amount  that  I  consider  to  be  as  good  as  cash?  I  should 
most  certainly  get  clear  of  thai  tax,  and  that  is  the  case  in  a  great  many 
instances.  I  know  of  men  in  the  city  of  Providence;  and  it  is  indeed 
the  case  in  your  own  state,  that  have  insurance  on  their  lives  to  the 
amount  of  $150,000,  and  even  $200,000,  making  it  simply  a  matter  of 
investment.  Well,  sir,  under  the  laws  of  our  state,  they  would  get  clear 
of  paying  any  tax  on  every  dollar  of  that  insurance  to  them.  Now  I 
cannot  see  any  reason  why  they  should  be  exempt  d.  I  have  appre- 
hended, Mr.  President,  from  the  first,  that  there  would  be  no  subject 
upon  which  we  should  be  called  upon  to  deliberate,  that  there  would  be 
so  much  difference  of  opinion  upon,  as  upon  this  qneptim  of  taxation.. 
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In  tliat,  sir,  I  do  not  think  it  can  be  possible  that  we  shall  agree  upon 
any  plan  that  will  eventually  be  adopted ;  or  that  there  will  be  a  uni- 
formity in  the  states  in  regard  to  such  a  measure.  I  know,  I  think  I  can 
say  that  I  know,  sir,  that  the  proposition  to  not  assess  a  tax  on  life 
insurance  companies  of  our  states,  and  of  other  states  doing  business 
there,  would  meet  with  no  favor  in  our  state.  We  assess  a  tax  on  our 
home  fire  insurance  companies,  both  mutual  and  stock — a  tax  assessed 
upon  the  whole  amount  at  risk  at  such  time.  Also  on  our  life  insurance 
companies.  The  proportion  last  year  to  the  whole  amount  was  about 
$41,000,  of  which  the  companies  in  the  state  paid  about  $16,000. 

1  hope,  ^ir,  as  I  said  before,  that  the  amendment  will  not  be  adopted. 

Mr.  Harvey,  of  Illinois :  The  proposition  before  the  convention  is  to 
tax  gross  premiums.  The  gross  premium  is  made  up  of  the  cost  of 
insurance,  the  reserve  and  margin  or  loading  provided  for  expenses  and 
contingencies.  If  the  expense  do  not  come  up  to  this  margin  a  portion 
of  it  is  returned  in  so-called  dividends  as  is  also  any  excess  of  interest 
earned,  and  saving  in  mortality.  In  any  proposition  to  tax  premiums, 
the  surplus  returned  in  reduction  of  premiums  should  be  deducted  from 
the  amount  taxed.  Another  objection,  and  a  very  great  one,  to  the 
taxing  of  gross  premiums,  is  in  the  tax  that  would  be  realized.  It  is  a 
tax  upon  a  saving  which  is  made  for  the  purpose  of  protecting  the  state 
from  pauperism.  In  looking  over  the  Massachusetts  report  for  1871,  I 
find  the  amount  of  premiums  collected  in  Massachusetts  by  a  few  of  the 
companies  would  be  enormous.  At  one  per  cent  the  Charter  Oak  would 
be  called  upon  to  pay,  on  the  premiums  received  in  that  state,  in  1870. 
$5,927;  the  Connecticut  Mutual,  $7,201;  the  Continental,  $5,049;  the 
Mutual  Life,  $11,816;  the  Mutual  Bene^t.  $7,7x6;  and  the  total  amount 
atone  per  cent  would  be  $78,123  taxes  in  the  state  of  Massachusetts  upon 
the  business  done  in  that  state  alone. 

It  seems  to  me,  Mr.  Chairman,  if  there  is  any  tax  to  be  levied  at  all,  it 
should  be  a  very  small  one :  enough  to  cover  the  share  of  court  expenses, 
or  pay  for  the  protection  that  life  insurance  receives  in  the  state;  and 
that  based  upon  the  net  amount,  taken  out  of  the  state,  that  is,  the  net 
amount  received  by  the  company  after  deducting  expenses,  return 
premiums  (so-called  dividends)  less  any  investments  the  company  may 
have  in  the  state,  upon  which  a  tax  is  levied  directly. 

Mr.  Row,  of  Michigan :  I  do  rtot,  at  this  late  hour,  propose  to  detain 
the  convention.  I  simply  wish  to  say,  that  I  agree  with  the  report  of 
committee,  in  so  far  as  it  relates  to  a  tax  upon  gross  premiums.  It 
seems  to  me  that  this  is  the  only  equitable  and  just  way  of  arriving  at  a 
tax.  In  regard  to  the  idea  that  taxing  net  premiums,  as  suggested  by 
my  friend  from  Ohio,  would  very  likely  result  in  a  very  small  tax,  per- 
haps no  tax  at  all,  I  can  see  no  more  justice  in  deducting  the  losses, 
than  in  deducting  the  expenses  of  getting  the  business. 

In  regard  to  the  proposition  suggested  by  Mr.  Harvey,  it  strikes  me 
that  a  man  insuring  his  life,  no  more  provides  against  his  family  from 
being  thrown  upon  the  cold  charities  of  the  world  by  investing  in  life 
insurance,  than  if  he  invented  his  money  in  additional  acres  for  his  farm, 
upon  which  the  state  would  realize  a  tax.  As  suggested  by  Mr.  Kelsey, 
the  amount  of  money  taken  from  the  different  states,  and  invested  m 
states  where  the  companies  are  organized,  must  necessarily  be  free  from 
taxation,  so  far  as  those  states  were  concerned,  in  which  the  premiums 
were  gathered.  If  it  were  not  taken  from  the  state,  it  might  be  invested 
in  developing  the  resources  of  the  state,  in  cultivating  the  farm  and  in 
various  ways ;  and  in  yielding  a  direct  revenue  to  the  state. 

There  is  one  question  which  has  been  broached  here  (and  it  is  some- 
what fallacious),  in  regard  to  paying  a  tax  twice  upon  the  same  premium. 
It  has  also  been  suggested,  thnt  the  tax  is  paid  by  the  policyholder, 
and  not  by  the     company.      We    have    in    our   deliberations,     called 
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in  witneeses,  who  testified  in  regard  to  the  practice  and  workings  of  the 
companies.  But  I  apprehend  that  it  is  not  always  the  case  that  the 
policyholder  pays  the  tax.  I  think  the  tax  comes  directly  from  the  com- 
pany; that  these  rates  of  premium  are  fixed  there  for  all  the  states  in 
which  the  company  does  business.  They  are  not  only  fixed  for  Michi- 
gan, where  we  tax  them  three  per  cent,  which  to  some  of  you  seems  very 
large,  but  they  are  also  fixed  for  the  state  of  New  York,  where  the  com- 
pany does  not  graduate  their  rate  of  premium  for  the  states  in  which 
they  do  business,  for  the  premium  is  the  same,  although,  as  suggested 
by  Mr.  Kelsey,  in  the  case  of  dividends,  perhaps  the  policyholder,  by  not 
receiving  a  proportionate  amount,  may  perhaps  pay  the  tax.  But  gen- 
erally the  tax  should  come  from  the  company.  But  whether  it  came 
from  the  company,  or  whether  it  come  directly  from  the  policyholder,  I 
contend,  sir,  that  the  principle  of  taxation  is  just,  and  when  a  man 
invests  in  insurance,  he  should  pay  his  just  proportion  of  the  expenses 
of  the  government. 

Mr.  Webb,  of  Kansas :  My  friend  from  Michigan,  has  just  presented 
a  novel  idea.  In  one  sense  it  is  novel,  but  in  reality  it  is  only  a  sugges- 
tion, to  rob  Peter  to  pay  Paul.  Now,  it  is  clear  to  my  mind,  and  I  think 
it  must  be  clear  to  all  the  members  of  this  convention,  that  all  insurance 
companies  do  graduate  their  premiums  with  respect  to  the  whole  expense 
imposed  upon  them  in  transacting  their  business. 

Mr.  Row:  In  the  different  states? 

Mr.  Webb:  Yes,  sir;  wherever  they  do  business,  and  if  they  do  not 
graduate  them  with  respect  to  Michigan,  so  far  as  business  transacted  in 
that  state  is  concerned,  and  in  New  York,  nevertheless  they  do  graduate 
their  premiums,  and  regulate  them  with  respect  to  the  amount  of  expen- 
ses incurred  in  the  transaction  of  business;  so  that  if  in  Michigan  the 
policyholder  does  not  pay,  the  policyholder  in  other  states  pays, 
because  the  companies  take  out  of  their  premium,  a  sufficient  amount  to 
pay  the  tax  there  imposed  upon  the  companies,  the  same  as  they  deduct 
that  which  goes  to  their  agents  or  officers,  or  to  pay  their  rents,  or  to 
pay  any  other  necessary  expense  which  the  company  incurs.  I  don't 
thmk  they  would  be  helped  any  by  the  suggestion  that  is  presented  by 
the  gentleman  from  Michigan.  It  seems  to  me,  that  in  discussing  this 
question,  some  of  the  gentlemen  have  Jost  entirely  one  view  of  the  case, 
which,  to  my  mind,  is  all  important  in  considering  the  subject  of  taxa- 
tion, or  no  taxation.  Let  New  York  have  her  insurance  corporations, 
and  her  foreign  corporations,  and  her  banking  corporations  if  she 
wishes ;  it  does  not  affect  you  or  your  state,  my  friend  from  Arkansas, 
nor  does  it  affect  the  gentleman  from  Alabama  or  his  state.  LrCt 
Arkansas  tax  her  insurance  corporations  and  her  other  corporations,  as 
she  pleases.  What  difference  does  it  make,  whether  the  assessor  who 
assesses  the  real  estate  of  the  state,  or  county,  or  district,  makes  the 
assessment,  or  whether  the  state  assesses  the  company  upon  her  g^ross 
earnings?  It  is  a  matter  of  no  possible  consequence.  The  state  of 
Wisconsin  assesses  a  tax  upon  the  property  within  her  state,  whether 
owned  by  individuals  or  by  corporations  residing  or  doing  business 
within  the  state  of  Kansas,  under  the  laws  of  the  state,  as  she  pleases; 
so  too,  in  Pennsylvana,  a  large  proportion  of  all  the  taxes  is  collected 
upon  their  incomes  or  gross  earnings,  or  in  some  other  convenient 
mode;  and  very  little,  if  any,  of  the  entire  tax  of  the  state  is  levied  upon 
the  realty  of  the  state  for  state  purposes.  Now,  let  that  be  so.  And 
while  New  York  taxes  her  insurance  corporations  as  other  corporations, 
either  upon  their  capital  stock,  or  taxes  the  stockholder  upon  the  amount 
of  his  stock,  or  whatever  mode  is  adopted,  and  whether  it  be  double,  or 
treble,  or  single  taxation,  it  is  a  matter  of  no  consequence  to  you  or  to 
me  and  my  state.  But  when  corporations  of  the  state  of  New  York 
undertake  to  come  into  Kansas  to  do  business,  that  is  another  thing. 
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New  York  cannot  transfer  her  realtj  to  Kansas,  or  Minnesota,  or  Iowa, 
or  Ohio,  or  Indiana ;  she  cannot  transfer  the  track  bt  her  railroads,  nor 
can  she  transfer  her  navigable  rivers.  But  for  the  purpose  of  benefiting 
communities  and  protecting  the  individual  citizen,  these  insurance  com- 
panies are  incorporatated  and  are  prosecuting  business,  not  only  in  the 
states  in  which  they  are  created,  but  in  other  states  and  what  their  par- 
ticular rights  may  be,  I  suppose  has  been  settled  by  the  recent  decision 
of  the  United  States,  in  the  case  of  Paul  versus  The  State  of  Virginia. 
And,  if  I  understand  that  decision  correctly,  no  insurance  corporations 
exercising  its  powers  under  the  laws  of  the  state  of  New  York,  has  any 
rights  in  anotherstate,  except  just  such  as  local  legislation  may  prescribe. 
Kow,  if  I  understand  the  decision  correctly,  in  exercising  that  power 
ire  cannot  tax  the  corporations  of  the  state  of  New  York,  or  corporation 
created  under  the  laws  of  that  state.  The  corporations  reside  here,  they 
transact  their  business  here,  the  entire  monetary  power  of  the  corpora- 
tions is  here.  But  so  far  as  her  insurance  corporations  are  concerned,  they 
say,  ''We  desire  to  transact  business  in  your  state;  now,  upon  what 
terms  will  you  permit  it?"  The  business  that  they  transact  in  your 
state,  is  done  for  the  benefit  of  the  people  of  your  state,  who  insure 
cither  their  lives  or  their  property.  The  insurance  is  for  their  benefit,  or 
the  benefit  of  their  families.  There  is  no  obligation  resting  on  them  to 
do  it,  except  the  obligation  which  they  owe  to  themselves  and  their 
families.  Now,  for  your  legislature  to  say  that  a  foreign  corporation 
entering  your  state,  although  you  have  the  absolute  power  to  control 
her,  shall  not  enter  the  state,  except  upon  just  such  terms  as  you  in  your 
sovereign  power  shall  prescribe — shall  you  exercise  that  right,  and  say 
that  a  corporation  that  comes  in  your  state  for  the  purpose  of  benefiting 
jour  citizens,  shall  pay  any  sum  whatever  into  the  treasury  of  your  state 
for  the  purpose  of  maintaining  your  TOvernment?  I  say  not;  I  say  it  is 
wrong,  and  not  only  wrong,  but  it  is  Durdening  your  citizens,  and  com- 
pelling them  to  pay  an  unnecessary  proportion  of  the  taxes. 

I  think,  in  the  remarks  that  I  had  the  honor  to  submit  this  morning 
upon  this  very  question,  that  I  presented  it  very  plainly,  and  I  simply 
wish  to  repeat.  The  citizen  of  your  state  pays,  upon  all  the  property  he 
has,  which  is  subject  to  taxation,  whether  realty  or  personalty,  just  such 
sums  as  are  necessary  to  maintain  the  state  government,  the  county 
government,  and  the  lesser  municipal  governments  of  the  county  m 
which  he  resides.  He  pays  all  those  taxes  upon  his  property.  Now,  in 
order  to  secure  himself  or  his  family,  he  takes  out  a  policy  of  insurance 
on  his  life.  The  company  that  issues  that  policy  certainly  compels  him 
to  pay  as  a  part  of  the  premium  all  the  expenses  necessary  to  transact 
the  particular  business  connected  with  the  policy  issued  to  him ;  and  if 
the  company  is  compelled  to  pay  into  the  state  treasury  two  per  cent,  or 
any  other  rate,  upon  the  amount  of  the  premium  so  received,  just  so 
surely  it  comes  out  of  the  man  who  has  taken  his  policy  for  the  benefit  of 
his  family.  Where  does  he  get  the  money?  As  suggested  by  the  gentle- 
man from  New  York,  he  has  alreadv  paid  taxes  upon  that  money  in 
some  form  or  other,  either  cash  in  bank,  or  in  hand,  or  upon  some 
property  which  has  been  disposed  of  and  converted  into  money  for  the 
purpose  of  paying  the  premium;  he  has  paid  his  taxes,  and,  if,  therefore, 
he  is  charged,  not  only  until  all  the  other  necessary  expenses  wnich  the 
company  incurs  by  reason  of  that  policy,  but  also  with  two  per  cent  upon 
the  gross  amount  of  that  for  the  purpose  of  being  paid  into  the  state 
treasury,  he  pays  that  in  addition.  If  he  has  other  property— if  he  desire 
to  insure  his  stores  or  dwellings,  and  he  makes  application,  it  is  but 
proper  that  he  should  pay  for  the  protection  he  enjoys  to  the  company 
that  gives  it.  But  to  charge,  in  addition  to  the  sum  which  he  necessarily 
pays  to  the  company  that  afibrds  him  the  protection,  a  sum  to  be  paid 
into  the  treasury  of  the  state  towards  the  support  of  government,  compels 
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the  man  to  pay  a  double  tax.  I  say  that  that  system  of  taxation  is  not 
uniform,  and  that  it  is  not  a  system  which  ought  to  be  endorsed  by  thia 
convention,  or  which  ought  to  be  adopted  by  any  legislature  of  any  state. 
I  know,  sir,  that  in  my  own  state  we  tax  our  own  corporations  under 
our  general  laws,  and  the  men  who  take  stock  in  our  corporations  or 
engage  in  that  business  are  taxed  as  other  citizens  are  taxed,  and  the- 
business  of  the  corporation  there  is  taxed.  But,  when  corporations, 
created  under  the  laws  of  other  states  come  into  my  state  to  do  business, 
and  they  are  taxed  there,  1  think  I  would  be  derelict  in  duty  if  I  did  not 
stand  here  and  say  that  the  principle  of  such  taxation  is  all  wrong.  The 
gentleman  from  Ohio  says,  and  says  truly,  in  answer  to  some  remarks 
that  I  made,  that  the  man  who  buys  insurance  should  pay  his  proportion 
of  the  tax  the  same  as  the  man  who  buys  a  suit  of  clothes  of  a  merchant, 
or  who  makes  any  purchase  of  any  trader  in  the  country  pays  more  for  it 
than  he  would  if  no  tax  were  imposed  upon  the  business.  This,  I  believe, 
is  generally  accepted  now  as  the  proper  understanding  of  the  matter, 
that  the  consumer  pays  all  the  taxes  which  are  levied  by  reason  of  the 

trade. 

If  that  be  so,  then  it  is  very  proper  that  the  man  must  pay,  when  he 
pays  his  grocer's  bill,  an  additional  sum  by  reason  of  the  taxes  which  are 
paid  by  the  grocer.     While  that  is  all  true,  yet,  shall  we  apply  that  rule 
to  this  question  of  insurance  ?    If  there  is  no  reason  why  we  should  not, 
then,  of  course,  the  same  results  must  necessarily  follow.     But  I  think 
there  is  a  reason  why  this  snould  not  be  so.     The  New  York  merchant 
does  not  employ  a  general  agent  to  go  into  Kansas  or  Ohio  for  the  pur- 
pose of  doing  business.     He  does  not  send  out  persons  there  to  transact 
his  business  and  make  sales  there.     I  understand  very  well  that  there  are 
agents  perhaps  traveling  over  the  country  soliciting  business  for  New  York 
merchants,  but  I  have  reference  to  transacting  business.     The  insurance 
agent  in  that  state  even  issues  the  policy.     The  policy  is  placed  in  his 
hands  signed  in  blank  and  he  delivers  it.    The  business  is  done  entirely 
there.    There  is  an  agency  established  there,  and  to  say  that  the  business 
of  insurance  is  conducted  upon  the  same  principle  as  general  mercantile 
business  is  saying  what  I  don't  understand,  and  what  I  cannot  compre- 
hend to  be  the  case.     And  if  it  is  not  so  conducted,  then  there  is  no  such 
reason  for  taxing  insurance  companies  transacting  business  in  other 
states  than  the  one  in  which  they  are  organized,  or  for  taxing  the  men 
engaged  in  mercantile  business  within  the  state.     There   is  just  that, 
difference,  and  if  that  difference  exists,  as  I  think  it  does,  then  I  cannot 
comprehend  why  it  is  that  any  state  should  undertake  to  tax  any  foreign 
insurance  company  simply  by  way  of  taxation,  that  is  for  the  purpose  of 
putting  revenue  into  the  state  treasury,  because  they  have  busmess  trans- 
actions within  that  state.     Then  let  me  say  what  should  be  imposed  by 
one  state  upon  an  insurance  company  created  under  the  laws  of  another 
state  transacting  business  there:  it  is  just  such  a  sum  as  will  in  the 
aggregate,  paid  by  all  the  companies,  carry  on  the  supervisory  depart- 
ment ot  that  state ;  for  it  is  created  by  the  state  for  the  simple  purpose  of 
protecting  the  state  from  impositions,  and  the  only  supervision  the 
department  can  have  over  a  foreign  company  doing  business  in  the  state 
is  the  supervision  which  shall  tend  to  secure  and  protect  the  people  of 
that  state.    Beyond  that  it  cannot  safely  go^  and  if  that  department  was 
created  and  should  be  maintained  for  the  purpose  of  regulating  and  con- 
trolling the  companies  doing  business  in  the  state,  it  is  but  reasonable 
and  proper  that  they  should  be  asked  to  pay  either  a  pro  ra/a  license,  if 
regulated  by  the  amount  of  business  they  do,  or  an  absolute  license  fee 
graduated  by  the  amount  of  expense  incurred,  simply  for  the  privilege  of 
entering  the  state  and  transacting  business,  and  in  order  that  the  state 
shall  not  be  unnecessarily  burdened  by  it.  ,,1 

:ir.  Kelsey,  of  New  Jersey  :    The  gentleman  says  that  he  would  make 
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no  discrrimi nation  between  the  companies  organized  and  doing  business 
ander  the  laws  of  his  own  state,  and  those  of  any  other  state  —  that  is 
the  whole  argument. 

Mr.  Webb  :     I  did  not  say  that. 

Mr.  Kblsby  :  I  beg  jour  pardon.  Your  words  were,  that  jou  would 
make  no  discrimination  against  companies  organized  in  other  states,  and 
jou  would  allow  companies  in  other  states,  where,  perhaps,  they  are  not 
taxed,  to  come  in  and  compete  with  our  people  without  paying  a  single 
dollar. 

Mr.  Webb:  I  don't  like  to  interrupt  the  gentleman  when  he  speaks, 
but  he  has  entirely  misapprehended  me.  I  did  not  say  that  I  thought 
all  the  states  should  tax  their  companies  as  they  please,  but  I  say  in 
regard  to  foreign  companies,  that  no  tax  should  be  imposed. 

Sir.  Kblset:  The  gentleman's  explanation  sustains  my  position 
precisely.  If  I  understand  him  rightly,  he  says:  **L.et  Kansas  tax  her 
own  companies  as  she  pleases,  but  Kansas  cannot  tax  a  company  from 
the  State  of  New  York,  though  those  companies  are  to  do  business  in 
competition  with  her  own  companies."  Now,  then,  certainly  no  doctrine 
could  be  more  fallacious  than  that.  I  say,  with  the  gentleman,  *'  make 
no  discriminations  whatever."  But  how  can  you  place  them  upon  an 
exact  and  equal  footing?  They  must  be  reached;  the  burdens  of  taxa- 
tion for  the  purpose  of  the  government  must  be  imposed,  and  I  say  they 
should  be  applied  equally,  so  far  as  can  be,  but  that  the  result  must  be 
reached,  in  this  case,  through  different  channels.  The  companies  do  not 
accumulate  their  property  in  Kansas.  They  collect  the  premiums  and 
the  income  of  their  business  there,  and  bring  it  to  New  York  for*invest- 
ment.  Now,  then,  is  the  state  of  Kansas  to  be  drained  of  its  income 
upon  the  thousands  or  millions  that  are  drained  from  her  and  brought 
here  to  New  York?  Is  Kansas  to  get  no  benefit  whatever  from  it?  It 
strikes  zne  that  that  doctrine  would  not  bear  investigation  for  one  single 
moment. 

And,  again,  as  to  the  doctrjne  that  has  been  advanced  b^  some  gentle- 
men here,  in  relation  to  fire  insurance  companies,  that  their  creation  and 
existence,  the  business  they  do,  assuring  against  loss  by  fire,  is  necessary, 
to  prevent  communities  from  falling  into  pauperism  and  bankruptcy  — 
how  long  would  any  fire  insurance  company  stay  in  the  state  of  Kansas 
if  they  were  making  money  there?  The  calamity  at  Chicago  will  only 
serve  to  teach  companies  that  they  must  guard  themselves  more  care- 
fully, and  they  are  taking  earnest  and  decided  steps  to  do  it.  They  are 
largely  increasing  the  rates,  and  are  instructing  their  agents,  from  one 
end  of  the  land  to  the  other,  to  increase  them  twenty-five  and  fifty  per 
cent,  and,  in  many  cases,  one  hundred  per  cent.  If  they  cannot  make 
money  in  Kansas,  they  won't  establish  any  agencies  there,  but  if  they  do 
go  there  in  competition  with  other  companies,  they  are  taxed.  I  say 
Kansas  must  tax  these  companies,  let  them  come  from  where  they  may. 
There  is  no  principle  upon  which  the  government  can  be  sufficiently 
maintained.  And,  if  you  throw  open  the  door  for  them  to  come  and  draw 
upon  your  state,  the  coffers  of  the  state  must  suffer  to  just  that  extent. 
The  bulk  of  the  business  of  the  insurance  companies  of  the  state,  and  of 
the  state  of  Massachusetts,  and  of  all  the  states  whose  companies  do  an 
agency  business,  more  especially  life  companies,  is  done  in  other  states, 
and  they  find  it  to  their  advantage  to  make  their  local  office  here,  and  go 
elsewhere  and  do  business.  I  ae^ree  with  the  proposition  that  has  been 
submitted  here,  that  the  assured  pay  the  tax,  and  I  assume,  further,  that 
it  is  the  easiest  form  of  tax  that  could  be  imposed  upon  them.  If  I  have 
a  policy  of  insurance  upon  my  life  of  five  hundred  dollars,  and  a  tax  of 
two  hundred  per  cent  is  imposed,  I  pay  to  the  life  insurance  company 
ten  dollars  a  year,  and  that  is  the  end  of  it.  If  I  keep  the  five  hundred 
dollars  in  my  pocket,  or  if  I  loan  it  to  a  neighbor,  I  have  got  to  pay  on 
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it  ten  dollars  eyerj  jear.  In  this  case  I  get  the  worth  of  mj  monej, 
because  I  am  insured,  and  in  case  of  my  death,  my  family  get  the  benefit 
of  the  policy.  I  believe  it  to  be  the  best  provision  for  my  family  that  I 
can  make.  A  tax  of  two  per  cent  is  imposed  upon  me,  and  that  is  paid. 
If  I  had  kept  the  five  hundred  dollars,  the  taxable  property  of  the  state 
would  be  increased  to  that  extent,  and  taxes  imposed  upon  it  regularly. 

Mr.  Gaines,  of  Louisiana:  I  think  this  whole  subject  is  of  Chinese 
origin.    I  do  not  mean  to  say  that  it  appertains  to  '*  tricks  that  are  vain,'* 
but  it  does  certainly  lead  to  "ways  that  are  dark."    The  gentleman  from 
Kansas  has  come  exactly  to  my  point.     He  says  that  the  rate  of  taxation 
in  New  York  upon  New  York  companies  does  not  affect  the  citizens  of 
other  states.    In  connection  with  that  he  says  if  a  New  York  company 
goes  to  Memphis,  Tennessee,  it  says,  **  We  want  to  take  risks  here ;   on 
what  terms  will  you  allow  us  do  it?"    I  want  to  reverse  both  of  the 
propositions.     I  start  out  by  saying  that  the  policy  now  is  not  for  com- 
panies to  go  to  states  and  say,  **we  want  a  line  of  risks ;  on  what  terms 
can  we  get  them ?*'    But  to  say  to  foreign  companies  "we  want  to  insure 
in  your  companies;  on  what  terms  can  we  do  it?"    If  the  Chicago  fire 
has  demonstrated  any  one  thing  in  the  world,  it  is  that  there  is   the 
utmost  risk  in  effectmg  large  amounts  of  insurance  at  home.    If  New 
York  property  be  insured  in  New  Orleans  offices,  it  is  not  at  all  probable 
that  one  company  in  New  Orleans  will  have  such  a  line  of  risks  in  the 
city  of  New  York,  as  that,  if  the  whole  city  should  burn  up,  it  would 
break  the  companies.     But  if  the  risks  be  confined  to  where  the  com- 
panies are  domiciled,  and  the  city  burns,  the  companies  are  gone.     Evi- 
dently the  policy  of  every  state  is  to  encourage  foreign  companies — fire, 
life  and  marine,  to  do  business  within  their  territorial  limits.   Now,  what 
is  the  effect  of  taxation  in  the  city  of  New  York  on  a  New  York  company? 
Suppose  that  New  York  taxes  the  premiums  of  fire  insurance  companies 
three  per  cent,  and  a  mutual  company  goes  to  New  Orleans  and  says, 
"we  are  anxious  to  have  you  take  them,  but  we  cannot  stand  the  three 
per  cent  tax."    I  do  not  pretend  that  if  New  York  taxes  three  per  cent,  it 
is  not  felt  in  New  Orleans.     What  we  want,  gentlemen,  is  to  recognize  a 
reciprocity  between  all  sections  of  this  country.     We  want  the  policy  as 
to  where  risks  shall  be  offered  and  taken  to  be  regelated,  rather  by  money 
value  than  circumstances  connected  with  the  locality  and  dissemination 
of  risks.     We  do  not  want  any  such  tax  imposed  upon  a  company  in  any 
state  as  will  either  force  it  not  to  offer  its  business  to  a  foreign  state,  or 
will  force  the  citizens  of  the  foreign  state  not  take  their  insurance. 
*    Now,  if  the  principle  of  mutuality  be  understood  by  me,  the  tax  of 
three  per  cent,  being  collected  upon  premiums  paid  to  New  York  com- 
panies, must  be  taken  from  the  dividends  paid  to   New  York  policy- 
holders.    Now,  then,  how  is  it  that  a  tax  in  this  state  does  not  affect  the 
policyholder  in  every  state  ? 

Grentlemen,  every  nook  and  corner  of  this  United  States  requires  pro- 
tection of  every  sort  of  capital,  whether  it  be  in  property,  or  in  muscle, 
or  in  brains — we  want  this  protection,  so  that  the  material  wealth  of  this 
country  may  be  maintained.  Now,  if  there  be  perfect  reciprocity,  if  the 
taxation  upon  all  the  companies  of  any  particular  class  doing  business 
all  over  these  United  States  be  uniform,  it  will  then  neither  matter  to  the 
company  where  its  risks  come  from,  nor  to  the  citizens  where  they  place 
it.  But  if  any  state  tax  the  premium  receipts  of  a  company,  organized 
under  the  law  of  that  state,  may  be  to  exclude  the  citizens  from  other 
states  taking  risks  in  these  companies.  That  is  what  we  don't  what. 
We  want  companies  to  take  a  risk  wherever  they  can  get  it,  and  we  want 
the  citizens  to  select  his  company  in  any  part  of  the  United  States. 

Mr.  PiLLSBURY,  of  New  Hampshire :  I  understand  that  Mr.  Clarke, 
of  Massachusetts,  is  under  the  necessity  of  leaving  this  evening,  and  is 
desirous  of  saying  a  few  words  upon  another  subject  at  the  present  time. 
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I,  therefore,  moTe  a  suspension  of  the  rule,  in  order  to  give  him  an 
opportunity  to  make  those  remarks. 

The  motion  was  carried. 

Mr.  Harvbt,  of  Illinois :  I  wish  to  offer  the  following  resolution : 

Rtsolved^  That  if  any  company,  organized  under  the  laws  of  any  state 
having  a  lower  standard  for  the  valuation  of  life  insurance  policies  than 
the  actuaries'  rate  of  mortality  and  four  per  cent  interest,  shall  desire 
to  enter  or  commence  to  do  business  in  any  state  haying  the  higher 
standard,  it  should  be  permitted  to  do  so,  provided  that  such  company 
shall  make  a  special  reserve,  in  addition  to  that  determined  by  the  lower 
standard,  of  one-tenth  of  the  diffierence  between  the  hieher  and  lower 
reserves  the  first  year,  two-tenths  the  second  year,  etc,  increasing  one- 
tenth  each  year,  until  the  full  four  per  cent  reserve  is  established. 

The  Chairman  :  It  is  for  the  convention  to  determine,  whether  this 
resolution  can  be  passed  upon  now. 

Mr.  Harvey,  of  Illinois:  I  understand  that  the  resolution  is  upon  the 
matter  in  regard  to  which  Mr.  Clarke  is  to  speak. 

M.  Brbksb,  of  Wisconsin :  I  move  that  the  rules  be  suspended,  and 
that  the  resolution  be  now  considered. 

There  being  no  objection  on  the  part  of  the  convention,  the 
resolution  of  Mr.  Harvey,  of  Illinois,  was  delared  carried. 

Remarks  op  Mr.  Julius  L.  Clarkb. 

Mr.  President :  I  did  not  intend  to  speak  particularly  upon  that  resolu- 
tion, but  in  connection  with  the  general  subject  to  which  it  has  refer- 
ence. It  will  be  remembered  that  a  few  moments  of  my  allotted  time  for 
addressing  this  convention  remained  to  me,  and  it  is  only  my  desire  to 
octmpy  those  few  moments  upon  the  general  question,  which  we  have 
had  so  long  under  discussion.  I  have  listened  to  all  the  propositions 
that  have  been  brought  before  us  touching  the  basis  of  reserve.  I  have 
read  with  g^eat  care  the  report  of  the  committee,  and  the  report  of  Mr. 
Barnes,  and  I  have  also  weighed  carefully  the  communications  received 
from  other  gentlemen,  particularly  in  regard  to  the  rates  of  interest — 
and  that  is  the  point  upon  which  I  desire  to  communicate  a  few  words. 

It  has  seemed  to  me  from  the  first  that  the  rates  which  have  been 
submitted  to  us  do  not  reach  the  point.  In  the  paper  which  Mr.  Barnes 
has  read  to  us  he  enumerates  the  average  rates  of  interest  realized  upon 
the  investments  of  certain  insurance  companies.  Now,  there  is  another 
view  of  this  subject  which  in  my  mind  covers  more  perfectly  the  ground 
which  we  wish  to  reach,  and  during  the  morning  I  have  collected  some 
statistics  which  bear  directly  upon  it  and  which  J  wish  to  bring  out.  I 
take,  not  twenty-one  companies  selected,  but  I  take  the  whole  sixty-five 
companies  doing  business  in  Massachusetts  in  the  year  1870.  I  find  that 
those  sixty-five  companies  had  actual  assets  in  possession — I  say  in 
possession  in  distinction  from  assets  which  are  usually  termed  unrealized 
— to  the  aggregate  amount  of  $226,000,000.  The  contingent  assets  of  the 
same  companies  amounted  to  $37,000,000,  making  an  aggregate  of 
$263,000,000  all  told.  In  these  assets  I  include  $95,000,000  of  deferred 
premiums.  I  also  include  $60,000,000  of  premium  notes  and  loans, 
which  is  an  excess  of  $7,000,000  over  1869 — thirty-five  of  the  companies 
showing  from  three  to  five  fold  increase  in  this  class  of  assets  over  the 
previous  year.  The  interest  and  dividends  I  combine  together,  and  I  am 
particular  in  so  doing.  The  interest  and  dividends  reported  by  these 
sixty-five  companies  for  1870  represent  $12,245,000.  The  interest  on 
deferred  premiums,  which  I  will  also  include,  amounts  to  $570,000  more, 
being  six  per  cent  on  that  class  of  assets,  which  I  think  is  certainly  a 
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fair  una  generous   allowance.     This  is  making  the  entire   amount  of 
interest  and  dividends  received,  or  reported  to  be  received  in  the  year 
1870,  bj  these  companies,  $12,815,000.     I  have  the  items  of  this  interest 
at  hand,  but  it  is  unnecessary,  perhaps,  to  take  up  the  time  of  this  con- 
vention by  enumerating  them. 

If  we  apply  this  amount  of  interest  and  dividends  to  the  actual 
productive  assets  of  the  companies,  and  in  these  productive  assets  you 
will  please  understand  that  I  include  the  deferred  premiums,  applying 
this  income  to  the  gross  amount  of  the  productive  assets,  and  I  find  an 
average  rate  of  interest  but  a  mere  fraction  over  5^-100  per  cent. 
This  is  the  most  favorable  view,  Mr.  President,  which  can  be  exhibited 
of  the  business  of  1870,  taking  into  account  only  the  productive  assets 
of  these  companies.  Now,  if  we  add  the  unproductive  assets  to  the 
productive  assets  of  the  companies,  making  in  the  aggregate  $263,000,000, 
and  apply  the  receipts  of  interest  and  dividends  to  the  whole,  we  shall 
get  at  once  what  I  think  is  a  fair  average  rate  of  interest  upon  the  entire 
assets  of  the  company,  admitting  them  all  to  be  interest-producing,  and 
that  average  is  4  8-10  per  cent 

And  now  we  are  asked  to  adopt  a  four  and-a-half  per  cent  basis  of 
valuation  for  reserves,  leaving  a  margin  of  only  about  3-10  per  cent  of 
interest.  I  here  submit  to  the  intelligent  gentlemen  of  this  convention 
whether  it  is  safe  to  trust  to  a  margin  of  only  3-10  per  cent?  Is  it  safe  to 
predicate  absolute  security  upon  such  a  margin  as  that?  Is  it,  I  submit, 
a  safe  margin  upon  which  to  guarantee  the  hopes  and  expectations 
of  the  thousands  and  millions  of  trusting  dependents?  I  need  not  add  a 
single  word.  The  inference,  it  seems  to  me,  is  unavoidable.  But  I 
desire  to  analyze  this  matter  of  interest  a  little  further.  I  positively 
know  that  in  very  many  of  these  accounts  it  is  the  practice  of  the  com- 
panies to  include,  in  their  receipts  of  interest,  market  values  of  stocks — 
market  values  accrued  upon  their  investments — not  only  do  they  inclqde 
in  these  interest  accounts  market  values,  but  they  include  the  same  item 
in  their  income  accounts.  Now,  in  view  of  such  a  fact  as  this  I  subxnit 
that  the  reported  receipts  of  interest  are  not,  and  cannot  be,  in  the  very 
nature  of  the  case,  a  reliable  basis  for  the  computation  of  an  average 
interest.  We  have  heard  a  great  deal  said  here  about  the  average 
interest  on  first-class  securities.  Nobody  questions  the  figures  which 
have  been  submitted — I  certainly  do  not — but  when  I  come  to  average 
the  interest  upon  all  the  assets  of  a  company  I  come  to  the  result 
which  I  have  indicated,  and  in  my  mind  it  is  certainly  the  fairest  result 
which  we  can  reach  in  the  investigation  of  this  subject. 

Mr.  President,  I  have  no  desire  to  press  this  matter  any  further.  I 
only  wish  to  express  my  conviction  that  in  view  of  a  3-10  per  cent  margin 
remaing  over  or  in  excess  of  a  four  and-a-half  valuation,  it  is  unsafe  and 
unwise  to  trust  to  anything  lower  than  a  four  per  cent  reserve.  I  stated 
to  the  gentlemen  of  this  convention  when  I  first  came  here  that  I  had 
left  behind  me  everything  of  local  bias  or  prejudice.  That  was  so.  I 
am  not  thinking,  or  speaking  or  acting  in  the  interest  of  any  company 
or  class  of  companies.  I  embrace,  in  my  views  of  this  subject  the  entire 
insurance  world,  and  I  only  desire  the  adoption  of  such  a  basis  as  will 
insure  absolute  security. 

A  gentleman  who  addressed  us  last  week,  who  was  introduced  by  the 
representative  from  Illinois,  referred  to  the  gradual  decrease  of  net  assets 
as  compared  with  the  computed  premium  reserves.  I  find,  on  reference 
to  my  own  report,  received  to-day,  that  the  net  assets  have  fallen  from 
a  surplus  of  fifty-one  per  cent  at  the  beginning  of  the  decade  in  1S61,  to 
thirteen  only  in  1870,  the  latter  a  decrease  from  17.51  per  cent  in  186^ 
In  view  of  a  fact  like  this  I  am  still  more  strongly  impressed  that  it  is 
unsafe  to  adopt  anything  lower  than  a  four  per  cent  reserve. 

I  might  enumerate  to  the  gentlemen  of  this  convention  a  multitude  of 
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Startling  facte  which  have  been  developed  in  my  own  experience,  during 
the  year  now  closing,  in  connection  with  the  reports  of  the  various  insur- 
ance companies  doing  business  in  my  own  state.  And  I  speak  of  them 
not  invidiously,  not  with  any  desire  or  purpose  to  cast  odium  upon  their 
manner  of  keeping  and  rendering  accounts,  but  a  single  fact  will  have 
its  weight.  In  a  majority  of  the  statements  rendered  to  my  department, 
I  find  it  absolutely  impossible  to  show  anything  like  a  perfect  balance 
of  the  actual  interest-producing  assete.  Taking  the  amount  in  hand  at 
the  commencement  of  the  year,  and  adjusting  the  investments  and  the 
transactions  of  the  year,  it  is  impossible  to  make  a  balance  corresponding 
to  he  amounts  reported  at  the  close  of  the  year.  Go  one  step  further.  In 
a  very  large  number  of  these  statements  it  is  utterly  impossible  to 
balance  the  individual  items  of  these  accounts,  considered  separately.  In 
very  many  of  them  the  item  of  cash  alone  cannot  be  made  to  balance. 
In  a  large  number  there  are  items  of  a  miscellaneous  character  which 
cannot  be  made  to  balance.  True,  this  may  arise  in  part  from  the 
system  of  bookkeeping  adopted  by  some  of  the  companies,  and  it  may 
arise,  and  probably  does,  in  part  from  the  confusion  connected  with  the 
receipt  of  premiums,  the  indorsements  upon  premiums  notes,  and  all 
that  But  I  do  claim  that  the  companies  should  be  able  to  render  to  the 
world  some  intelligible  statement  of  their  accounts — I  mean  such  a 
statement  as  will  show  a  reasonable  approximation  to  a  correct  balance. 

I  have  spoken  of  the  matter  of  market  values  —  the  practice  of  some 
companies  of  including  market  values  in  their  receipte  of  interest,  and 
as  incomes.  It  may  be  only  a  matter  of  bookkeeping.  I  don't  speak  of 
it  with  any  intention  of  implying  that  there  is  deliberate  falsification  of 
statemente ;  by  no  means.  L*et  it  be  the  simple  result  of  bookkeeping. 
Yet,  after  eliminating  from  the  interest  accounts  of  these  companies  items 
of  that  character,  we  shall  find  that  the  average  {interest  received  upon 
the  net  assets  of  the  companies  is  still  further  reduced.  In  connection  with 
these  results,  I  have  adverted  unwillingly  to  the  practices  of  many  of  the 
insurance  companies  which  seemingly  involve  a  purpose  to  promote  only 
their  own  self-interest  and  aggrandizement.  What  will  you  say  to  a  fact 
like  this  ?  In  the  year  of  grace,  1870,  an  American  life  insurance  company 
struck  from  its  expense  account  nearly  a  quarter  of  a  million  dollars, 
disbursed,  I  know  not  whether  for  legitimate  expenses  or  for  personal 
emolument,  concealing  the  transaction  by  cancelling  an  equal  amount  of 
its  income.  I  could  communicate  other  similar  facts  equally  startling 
with  this. 

And  now,  a^  I  have  to  say,  gentlemen,  is,  that  in  view  of  such  devel- 
opmentey  it  certainly  becomes  us  to  adopt  such  a  policy  as  will  check  this 
kind  of  management,  this  sort  of  outrage  —  for  I  cannot  term  it  anything 
else.  When  I  meet  in  this  hall  gentlemen  from  different  parte  of  this 
union,  coming  here  to  gather  information,  to  obtain  from  this  convention 
forms  for  legislation,  and  such  action  as  will  secure  in  their  own  localities 
proper  measures  for  the  protection  of  their  communities,  when  I  consider 
this,  most  necessary  to  ttiem,  and  connect  with  it  these  facte,  I  do  not 
wonder  at  the  exclamation  of  our  friend  from  Louisiana,  who  last 
evening  declared  to  us  that,  when  a  coffin  lid  was  nailed  in  Louisiana 
they  wanted  the  assurance  that  the  money  would  come  down.  This  U 
the  very  thing  we  want  to  secure. 

But,  m  these  remarks,  and  in  presenting  the  views  which  I  have  been 
constrained  to  adopt  on  this  subject,  I  have  no  disposition  to  urge  a 
single  measure  which  will  embarrass  or  impair  a  company  or  injure  ite 
business.  I  would  pursue  a  course  which  will  aid  every  honest  company, 
joung  or  weak,  in  a  proper  way  to  sustain  itself,  to  acquire  a  position, 
and  to  prove  a  success.  I  believe  the  resolution  presented  to  the  con- 
vention by  Mr.  Harvey,  covers  substantially  the  view  which  I  am 
expressing.     It  covers  a  plan  to  which  I  see  no  objection,  for  it  may  be  a 
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real  and  practical  relief  to  those  companieB  which,  perhaps,  inaj  need 
aid  in  this  direction. 

I  cannot,  Mr.  President,  go  home  from  this  convention  without  giving 
expression  to  just  what  I  have  said.  I  shall  carrjwith  me  the  verj 
kindest  remembrances  of  jour  courtesy  and  good  will.  I  came  here 
willing  to  hear,  willing  to  be  convinced  if  I  was  wrong,  but  I  have 
heard  no  arguments  presented  which  change  mv  original  view  >on  the 
subject  of  reserve,  and  I  verily  believe  that  anv  policy  short  of  that  I  have 
indicated,  any  plan  of  reserve  less  secure,  will  tend  to  the  utter  demoral- 
ization of  the  business  of  life  insurance;  and  that,  instead  of  being  an 
institution  of  beneficence  and  blessing  to  the  world,  it  will  become  a 
mere  commercial  appliance  for  the  promotion  of  personal  ambition  and 
private  gain.     [Applause.] 

Mr.  Barnes  :  In  order  to  do  away  with  any  misapprehension,  before 
Mr.  Clarke  leaves,  I  would  beg  leave  to  ask  him  one  question,  whether 
his  percentage  was  computed  on  the  assets  at  the  end  of  1870,  in  the 
middle  of  the  year,  or  at  the  beginning. 

Mr.  Clarkb  :  Let  me  say,  Mr.  President,  that  during  the  last  few 
years  the  fluctuations  in  market  value  have  increased  the  rate  ot 
premiums  upon  securities,  and  I  select  the  year  1870  as  being,  perhaps, 
the  fairest  in  its  results  of  any  of  the  late  years.  I  have  taken  the  amount 
of  all  interest  and  dividends  reported  by  all  these  companies,  and 
averaged  it  for  the  whole  year  upon  the  gross  assets  at  the  end  of  the 
year. 

Mr.  Miller,  of  New  York :  I  rise  in  the  first  place  to  express  my 
gratification  at  the  full  and  able  way  in  which  Mr.  Clarke  has  expressed 
his  views  to  us,  and  in  the  next  place  to  ask  him  to  allow  one  or  two 
queries  in  addition  to  that  propounded  by  Mr.  Barnes.  I  would  like  to 
ask  whether  in  making  a  table  of  average  interest  he  took  the  actual 
interest  said  to  have  been  received,  ignoring  that  which  is  generally 
stated  as  accrued  but  not  collected,  or  whether  he  included  the  accrued 
interest.  That  is  the  first  question.  In  the  next  place  I  wish  to  ask  Mr. 
Clarke  the  following  general  questions :  and  it  will  give  me  great 
satisfaction  if  Mr.  Clarke  will  state  his  views  upon  the  subject.  The 
gentleman  has  stated  that  there  are  no  companies  doing  business  in  the 
state  of  Massachusetts  whose  capital  as  we  call  it,  is  impaired.  I  under- 
stood Mr.  Clarke  to  assert  that  as  a  fact.  Now,  assuming  that  to  be  true, 
is  it  not  also  true  that  while  the  companies  doing  business  in  Massachu- 
setts are  and  have  been  required  to  reserveat  4  per  cent,  and  have 
maintained  that  reserve,  as  is  thus  shown  by  his  statement,  and  during 
the  whole  time  mentioned  by  the  gentleman — is  it  not  true  that  a  large 
majority  of  those  companies  have  been  able  to  make  from  time  to  time 
large  dividends  ?  If  so,  is  it  not  a  necessary  deduction  that  they  have 
been  able  to  reserve  at  the  standard  required  by  Massachusetts  and  yet 
have  a  large  surplus  to  periodically  divide? 

Mr.  Clarke:  In  regard  to  the  matter  of  dividends,  I  may  say  that 
several  of  the  companies — I  will  not  undertake  to  say  how  many,  for  I 
have  not  examined  carefully  in  that  regard — several  of  the  companies 
have  passed  their  dividends  and  several  others  have  paid  dividends  per- 
taining to  the  previous  year.  But  what  proportion  of  the  dividends  have 
been  declared  and  paid  upon  the  business  of  the  year  proper,  I  certainly 
cannot  say  without  examining  the  returns  of  the  companies. 

Mr.  Miller:  I  did  not  mean  to  inquire  particularly  as  to  figures,  but 
whether  it  is  not  a  fact  that  the  companies,  running  through  a  series  of 
years,  have  been  able  from  time  to  time  to  make  dividends ;  thus  showing 
that  thev  do  lay  aside  the  reserve  at  4  per  cent  and  yet  accummulate  a 
surplus  from  time  to  time  ? 

Mr.  Clarke:  Several  of  the  companies  have  made  dividends  which 
they  never  should  have  made,  and  which  their  business  did  not  warrant. 
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I  could  name  several  cases  of  that  sort  but  that  is  no  fault  of  the  reserve. 
If  a  company  is  disposed  to  make  a  dividend  and  borrow  the  money  to 
meet  it,  that  certainly  should  not  aflfect  the  reserve.  I  am  in  favor  of 
holding  a  sufficient  reserve,  but  tying  it  up  and  preventing  its  beint^ 
squandered  in  that  way.  If  we  have  the  reserve  invested  in  proper  securi- 
ties, as  the  law  requires,  it  is  safe. 

Mr.  Miller  :  That  is  the  point  I  understand  the  gentleman  to  admit; 
that  they  do  have  the  reserve,  and  have  got  it,  too,  without  intrenching 
upon  the  capital.  Therefore,  the  assertion  comes  with  ill  grace,  that  the 
companies  had  made  dividends  which  they  should  not  have  made.  If 
so,  then  certainly  the  reserve  must  have  been  intrenched  upon.  All 
that  we  can  require,  is  that  the  reserve  shall  be  there;  but  the  gentleman 
says  with  one  breath,  that  it  is  there,  and  with  the  next  breath,  that  it  is 
not  there. 

Mr.  Clarke  :  Several  of  the  companies  have  made  up  their  impaii^ 
ments,  and  in  that  way  their  reserves  have  been  made  good. 

Mr.  Miller  :  I  agree  with  the  gentleman  as  to  the  facts. 

Mr.  Clarejb:  The  capital  of  several  of  the  companies  is  impaired,  as 
represented  by  the  New  York  department.  But,  in  Massachusetts,  we  do 
not  represent  a  company  in  that  way.  If  a  company  has,  taking  its 
capital  into  account,  a  sufficient  amount  of  assets  to  meet  its  reserve, 
the  commissioner  of  the  state  has  no  authority  to  suspend  it. 

Mr.  Caldwell,  of  Indiana:  I  would  like  to  ask  Mr.  Clarke  what  he 
meant  by  his  answer  to  the  question  asked  by  the  gentleman  from  New 
York  (Mr.  Miller),  whether  or  not  the  companies  of  Massachusetts,  have 
been  able  to  maintain  their  reserve  and  declared  dividends.  Do  I  under- 
stand him  correctly,  that  companies  have  declared  dividends,  but  that 
they  borrowed  the  money  to  do  it  with  ? 

Mr.  Kelsby,  of  New  Jersey :  While  Mr.  Clarke  is  up,  I  would  like  an 
auKwer  to  Mr.  Miller's  question  in  regard  to  accrued  interest. 

Mr.  Clarke  :  In  my  formal  statement,  I  included  all  that  I  have  to 
say  on  the  subject  of  accrued  interest. 

In  regard  to  this  matter  of  dividends,  every  member  of  this  conven- 
tion is  aware  of  the  immense  profits  made  by  companies  from  lapses; 
and  f.'om  that  source  many  of  the  companies  have  been  able  to  make 
dividends.  There  is  no  doubt  of  that  at  all.  After  eliminating  from 
the  amount  of  ceased  insurance  in  these  sixty-five  companies  in  X870, 
there  remains  $254,000,000,  mostly  of  lapsed  insurance;  an  immense 
increase  over  the  previous  year.  And  so  the  amount  of  lapses  is 
growing  year  by  year  to  an  enormous  aggregate ;  and  I  think  with  Mr. 
Paine,  of  Maine,  that  the  time  has  come,  when  some  measures  should 
be  adopted  to  prevent  this  wholesale  slaughter  of  policies  of  life  insur- 
ance. 

Mr.  Miller  :  I  would  ask  Mr.  Clarke,  if  he  does  not  consider  that  the 
companies  would  have  been  able  to  pay  much  larger  dividends,  if  there 
had  never  been  a  single  lapse  ? 

Mr.  Clarke  :  I  don't  know  as  to  that.  I  know  that  the  managers  of 
four  or  five  New  York  companies,  have  stated  that  their  hope  of  success 
and  profit,  rested  in  the  number  of  lapses  which  would  accrue  in  a 
given  year. 

Mr.  Miller:  Then  there  must  be  something  vicious  behind  the 
lapses. 

Having  accomplished  the  object  for  which  the  former  subject  was 
dropped,  I  move  that  the  resolution  of  Mr.  Harvey,  of  Mo.  be  laid  upon 
the  table. 

The  motion,  being  seconded,  was  put  and  declared  carried. 

Mr.  Kelsby,  of  N.  J. :  I  ask  the  consent  of  the  convention  to  make  a 
report  on  behalf  of  the  special  committee,  appointed  yesterday,  io  name 
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a  joint  oomtniflsion  to  compile  a  table  of  mortalitj.  If  the  conyention  has 
no  objection,  I  will  present  the  report  at  this  time. 

Thb  Prbsidkmt:  There  being  no  objection,  the  report  will  now  be 
received. 

Mr.  Kelsej  then  read  the  following  report : 

Insurancb  Officials^:  Insurance  commissioner  of  Massachusetts; 
superintendent  of  insurance  of  New  York ;  superintendent  of  insurance 
^  of  Missouri;  insurance  commissioner  of  New  Hampshire;  insurance 
commissioner  of  Kentucky. 

Actuaries  :  Elizur  Wright,  Massachusetts ;  Sheppard  Homans,  New 
York;  D.  Parks  Fackler,  New  York ;  Edwin  W.Bryant,  for  Connecticut ; 
William  E.  Harvey,  for  Illinois. 

Managers  of  Life  Companies  :  President  Mutual  Life  insurance 
companies,  New  York ;  president  New  Rneland  Mutual  Life  insurance 
company,  Massachusetts;  president  Mutual  Benefit  Life  insurance  com- 
pany, New  Jersey ;  president  Connecticut  Mutual  Life  insurance  com- 
pany, Connecticut;  president  Penn  Mutual  Life  insurance  company, 
Pennsylvania;  president  Northwestern  Mutual  Life  insurance  company, 
Wisconsin ;  president  National  Life  insurance  company,  of  the  United 
States. 

Mr.  KsLSBY  then  said :  I  understand  it  to  be  the  unanimous  desire  of 
the  members  of  this  committee,  and  I  wish  to  have  it  understood  at  this 
time  that  that  was  their  intention,  that  the  company  officers  named  upon 
that  commission  designate  any  person  they  choose  to  represent  their 
companies  upon  this  commission,  other  than  themselves,  if  they  so 
desire. 

Mr.  Clarke  :  Will  the  gentleman  allow  me  to  make  a  correction  ? 
The  understanding  of  the  committee  was,  that  if  the  convenience  of  any 
president  of  an  insurance  company  should  dictate,  he  might  substitute 
any  officer  of  his  own  company. 

On  motion  of  Mr.  Reynolds,  of  Alabama,  the  report  made  Dj 
Mr.  Kelsey  was  adopted. 

The  convention  then  adjourned. 


As.  - 


SEVENTH  DAY. 


Wednesday,  October  2$^  1871. 

The  convention  met  at  half  past  ten  o'clock,  A.  M.  The  presi- 
dent In  the  chair. 

The  PkissiDENT :  The  regular  order  of  business  will  be  the 
consideration  of  the  report  of  the  committee  on  taxation.  The 
question  before  the  convention  is  upon  the  amendment  offered 
by  the  gentleman  from  Louisiana  (Mr.  Gaines). 

[Mr.  Brcese,  of  Wisconsin,  in  the  chair.] 

Mr.  Caldwell,  of  Indiana :  At  the  last  session  of  the  convention,  it 
will  be  remembered  thut  I,  as  one  of  the  committee  on  taxation,  offered 
a  minority  report,  in  which  I  opposed  in  principle  the  taxation  of  life 
insurance  companies  at  all,  and  recommended  that  taxes  to  be  imposed 
upon  fire  or  marine  insurance,  should  be  onljr  upon  tl.c  net  amount 
which  they  had  received  from  the  several  states.  I  am  free  to 
admit  that  Fince  then,  my  opinion  has  undergone  some  change, 
but  I  am  more  thnn  ever  convinced,  that  any  system  of  taxing  gross 
commissions  is  radically  wrong.  I  certainly  believe,  as  gent' omen  have 
ftated  here,  that  companies  are  not  started  as  matters  of  charity.  I  do 
not  propose  to  talk  or  the  beneficence,  either  of  life  or  fire  iasurance  in 
this  connection.  I  do  believe,  as  has  been  stated  by  man^  gentlemen, 
that  whether  it  be  a  mutual  or  a  stock  company,  ^t  is  organized  with  the 
express  understanding  and  belief  upon  the  part  of  the  incorporators, 
that  i*:  in  a  means  by  which  they  can  realize  profits  for  themselves.  And 
I  also  agree  wit'i  many  of  the  gentlemen  who  have  spoken  on  this  sub- 
ject, thbC  taxes  should  be  imposed — should  be  levied  in  some  way  or 
other  to  reach  the  stockholders  or  incorporators  of  companies,  to  operate 
precisely  the  same  as  upon  any  other  business  transaction,  in  which  men 
can  engage.  But  I  do  not  see  exactly,  how  you  are  going  to  reach 
tk$m  amy  vrTty  directlv,  except  by  laws  in  the  states  where  the  companies 
are  organized.  It  is  unquestionably  true,  as  the  gentleman  from 
Louisiana  (Mr.  Gaines)  has  very  clearly  stated,  that  any  tax  that  we 
impose  upon  premiums,  is  a  tax  that  must  be  paid  by  policyholders. 
This  is  so  perfectly  clear  to  my  mind,  that  I  cannot  see  how  any  gentle- 
man can  raise  any  question  about  it,  or  how  it  will  admit  of  any  doubt 
The  men  who  embark  in  the  insurance  business,  make  their  calculations 
closely,  as  to  what  the  business  is  going  to  cost  them,  and  they  nllow,  I 
will  venture  to  say,  a  considerable  or  a  fair  margin  for  profits  in  the 
business.  No  matter  how  high  a  tax  you  impose,  or  in  what  way  you 
impose  it,  they,  in  their  calculations  will  fnd  means  of  making  the 
insured  pay  it.     The  point  raised  by  :he  gentleman  from  New  Jersey 
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(Mr.  Kelsey),  in  certainlj  worthy  of  consideration,  and  it  struck  me 
quite  forcibly  at  the  time.  He  admitted  that  any  tax  which  we  might 
impose,  was  direct  upon  the  policyholder,  but  he  asked  the  question 
whether  or  not  that  policyholder  should  not  be  willing,  and  should  not 
be  compelled  to  pay  a  tax  thereon.  And  I  think,  too,  that  he  stated  it 
quite  forcibly.  He  said  that  if  a  man  invested  a  small  amount  of  money 
in  a  homestead,  he  did  it  for  the  protection  and  for  the  benefit  of  wife 
and  children;  and  if  a  man  invested  hundreds  or  thousands  of  dollars 
in  life  insurance,  he  atso  did  it  for  the  benefit  of  wife  and  children,  and 
the  question  seems  quite  pertinent,  whether  or  not  the  man  who  buys 
the  benefits  of  life  insurance  for  his  family,  should  not  be  required  to 

ray  such  tax  as  the  man  who  buys  the  little  honiestead  for  his  family, 
also  think  that  the  question  rai»ed  by  the  gentleman  from  Wisconsin 
(Mr.  Breese),  has  some  force  in  it,  although  I  do  not  think  that  it  struck 
the  gentleman  frcMii  Kew  York  (Mr.  Miller),  as  forcible.  He  alluded  to 
the  vast  amount  of  money  that  was  annually  being  drained  from  other 
states,  and  brought  to  the  great  moneyed  centres*  where  insurance  com- 
panies have  been  built  up,  and  there  it  remained  a  lifetime.  It  is  taking 
so  much  taxable  wealth  from  other  states,  and  the  question  is  whether  or 
not  those  states  should  have  any  benefit  in  any  way  from  this  money  so 
invested.  In  the  state  of  Connecticut,  where  they  have  large  insurance 
interests — where  companies  with  millions  of  capital  have  been  built  up, 
the  law  of  that  state  requires  a  tax  of  a  half  of  one  per  cent,  which 
makes  a  very  handsome  revenue  for  the  state  of  Connecticut;  and  we 
people  of  the  West,  who  are  patronizing  their  companies'  are  contribut- 
ing to  give  that  revenue  to  that  state,  if  we  impose  no  counter-checks 
upon  the  amount  of  money  they  draw  from  us. 

I  am  therefore  led  to  believe  that  if  we  could  devise  a  just  and  equitable 
system  of  imposing  a  tax  it  might  be  well  to  recommend  such  tax  in 
moderation.  Whatever  tax  may  be  imposed  upon  companies  of  other 
states  it  seems  to  me  should  be  uniform;  for  unless  it  is  uniform  there 
are  certain  circumstances  that  would  seem  to  justify  retaliatory  legisla- 
tion which  we  seek  to  avoid.  For  instance,  the  state  of  Pennsylvania 
now  imposes  a  tax  of  three  per  cent  upon  premiums  received.  The  state 
of  Indiana  imposes  none.  And  yet  the  people  of  Pennsylvania  get  their 
life  insurance  from  the  same  tables  that  we  of  Indiana  get  ours.    The 

fieople  of  Pennsylvania  get  fire  insurance  at  less  rates  than  the  people  of 
ndiana  because  the  competition  is  greater,  and  competition  fixes  the 
rates.  Pennsylvania  by  this  system  of  taxation  puts  into  the  revenue  of 
the  state  over  a  quarter  of  a  million  dollars  annually.  The  policyholders 
of  Indiana  are  contributing  their  fro  rata  to  make  up  this  revenue  to 
Pennsylvania.  Unless  some  uniform  system  of  taxation  can  be  agreed 
upon,  and  adopted  by  the  various  states,  this  would  seem  to  justify,  on 
the  part  of  Indiana,  the  levying  of  a  like  or  similar  tax.  In  my  judgment, 
the  only  way  to  overcome  this  matter  is  to  deduct  from  the  dividends  of 
policyholders  in  any  state,  or  add  to  the  premium  whatever  taxation  the 
state  sees  fit  to  impose.  Then  when  legislative  bodies  have  this  question 
under  discussion,  and  that  fact  is  well  known  to  them,  you  will  not  hear 
talk  about  heartless  and  soulless  corporations,  about  taxing  them  five 
per  cent,  etc.,  for  it  will  be  brought  strictly  home;  it  will  be  a  tnx  which 
they  understand  is  to  be  imi>osed  directly  upon  our  people.  If  this  were 
a  universal  rule,  Indiana  would  be  perfiectly  indifferent  as  to  what  tax 
Pennsylvania  imposed. 

The  proposition  which  is  now  before  this  house,  of  taxing  gross  pre- 
miums, as  I  before  remarked,  is  in  my  opinion  radically  wrong.  I  do 
not  believe  that  it  can  be  sustained  upon  any  principle  of  justice  or 
equitj^.  If  an  insurance  company,  life  or  fire,  pay  to  the  people  of  mj 
state  in  losses,  in  dividends,  or  commissions,  more  money  to  be  invested 
in  the  taxable  property  there  than  they  withdraw  from  that  state,  I  do 
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not  see  by  what  rule  of  juBtice  you  can  ask  us  to  impose  a  tax  upon  them. 
But  if,  from  mj  state,  they  have  realized  a  profit  that  is  to  go  into  the 
pockets  of  stockholders,  or  policyholders,  I  care  not  which,  then  I  con- 
cede the  justice  and  the  propriety  of  putting  a  tax  upon  that  profit  to 
that  extent,  and  no  more.  I  care  not  how  high  you  may  put  it ;  you  may 
carry  it  up  to  ten  per  cent  if  you  want  to ;  it  is  a  tax  directly  upon  yonr 
people  any  way. 

Now,  the  gentleman  from  Ohio  (Mr.  Williams),  and  the  gentleman 
from  Wisconsin  (Mr.  Breese)  thought  that  if  a  tax  was  only  to  be  imposed 
upon  the  net  amount  received,  deducting  losses,  etc.,  in  the  state, 
there  would  be  no  taxation.  Certainly,  these  gentlemen  have  given 
very  little  attention  to  that  subject.  The  figures  which  official 
reports 

Mr.  Brbbsk,  of  Wisconsin :  Allow  me  to  correct  the  gentleman.  I 
did  not  mean  to  be  understood  that  there  would  be  no  tax.  I  do  not 
think  I  said  so.  The  gentlman  from  Ohio  (Mr.  Williams)  might  have 
said  so. 

Mr.  Caldwei^l:  Probably  the  gentleman  from  Wisconsin  (Mr. 
Breese)  did  not  say  so;  and  I  am  sure  now  that  it  was  the  gentleman 
from  Ohio  (Mr.  Williams)  who  made  that  remark.  In  the  state  of 
Illinois,  official  reports  show  that  fire  insurance  companies  have  paid 
more  money  into  the  state  than  they  have  drawn  out;  certainly,  fire 
insurance  companies  might  not  be  asked  to  pay  lUinbis  a  tax.  But  the 
same  reports  show  that  life  insurance  companies  have  withdrawn  from 
the  state  five  million  seven  hundred  thousand  dollars  in  premiums;  and 
they  have  paid  eight  hundred  thousand,  leaving  four  million  nine 
hundred  thousand  as  the  net  amount  which  they  have  drawn  out. 
I  ask,  if  this  is  not  something  to  be  taxed,  and  if  one  per  cent,  even^ 
would  not  yield  a  considerable  revenue  upon  that  vast  amount.  In 
Indiana,  it  is  somewhat  lef^s,  but  life  insurance  companies,  from  the 
best  data  which  we  have  drawn  from  the  state  of  Indiana,  about  three 
millions  of  dollars,  and  we  are  taking  it  annually.  Would  not  this 
yield  a  revenue? 

The  proposition  which  is  now  before  the  house,  is  to  tax  life  and 
marine  insurance  companies  one-half  of  one  per  cent.  I  cannot  see  the 
philosophy  of  this  discrimination  against  the  fire  insurance  companies. 
Facta  show  that  fire  companies  return  to  the  people,  on  an  average,  for 
losses  alone,  about  sixty- five  per  cent  of  the  premium  they  charge;  and 
whatever  they  pay.  as  losses,  immediately  becomes  taxable  wealth  in  that 
state,  while  with  life  companies,  whatever  they  withdraw  remains  in  their 
possession,  and  without  the  state,  for  a  lifetime.  If  anv  discrimination 
should  be  made,  it  strikes  me  that  it  should  be  made  in  favor  of  the  fire 
companies  in  this  particular.  It  is  clear,  to  my  mind,  that  whatever  tax 
we  see  proper  to  recommend,  should  be  made  upon  the  net  amounts  or 
profits  actually  received  from  the  business  done  within  the  state;  as  to 
whether  that  should  be  a  specific  percentage  upon  the  premium,  or 
regulated  according  to  the  tax  imposed  upon  personal  property  in  the 
various  states,  is  a  matter  about  which  I  have  not  fully  made  up  my 
mind.  The  gentleman  from  Ohio  (Mr.  Williams)  thought  that  Ohio  had 
the  golden  rule  upon  this  subject,  in  taxing  all  alike.  I  suppose  that 
Ohio  has  a  law  similar  to  IllinoiSt  which  requires  that  aeents  shall  report 
to  the  assessor  the  amount  of  premiums  received,  which  goes  upon  the 
books  in  duplicate,  and  that  is  taxed  as  other  personal  property. 

Mr.  Williams,  of  Ohio :    Taxed  two  per  cent. 

Mr.  Caldwell  :  Not  in  Illinois.  It  is  taxed  as  other  propertjr,  either 
two  or  one  per  cent.  In  some  localities,  it  is  taxed  more,  and  in  some, 
less. 

I  was  forcibly  reminded  of  such  a  plan  by  the  gentleman  from 
Axkanaaa  during   this   discusaion.    He  remarked,  when   the  commifr- 
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tee  reported,  that  he  thought  two  per  cent  would  be  too  low.  He 
•aid  if  that  tax  was  not  quite  low,  we  would  be  taxing  our  home 
companies  higher  than  we  would  foreign  companies.  Hence,  I  sav,  if 
taxation  on  personal  effects  be  at  a  low  standard  in  one  state,  and  high 
in  another,  that  there  might  be  made,  with  much  propriety,  the  same 
distinction  with  the  taxation  to  be  imposed  upon  insurance. 

The  question  of  taxation,  Mr.  President,  I  am  satisfied  is  one  which  is 
verjr  much  complicated,  and  I  doubt  ver^  much  whether  this  convention 
can  arrive  at  any  conchision  with  anything  like  unanimity.  And  unless 
we  do — unless  we  can  so  compromise  our  different  yiews,  as  to  secure 
somethinff  like  a  unanimous  sentiment,  I  will  venture  to  say,  that  it  will 
have  but  Tittle  influence  with  the  legislative  bodies  of  any  state.  And, 
I  do  think  that  the  best  thing  that  we  can  do  upon  the  subject,  is  to 
recommend  in  the  most  forcible  manner  possible,  that  whatever  tax  may 
be  imposed,  or  by  whatever  system  it  may  be  imposed,  that  it  should 
come  directly  from  the  policyholders  of  the  state  that  imposes  it. 

Mr.  Miller,  of  New  York :  I  do  not  wish  to  occupy  any  great  length 
of  time  on  this,  question,  I  rather  agree  with  the  remarjc  of  the  gentle- 
man from  Indiana  (Mr.  Caldwell),  that  this  question  is  one  of  that 
nature  on  which  it  would  be  better,  at  all  events,  to  postpone  action 
until  some  future  time — until  some  future  session  of  the  conventiof 
But  as  the  members  of  the  convention  may  be  of  a  different  opinion,  I 
merely  wish  to  make  one  or  two  further  suggestions  on  the  subject, 
principally  in  reference  to  the  very  plausible  arguments  adduced  by  my 
distinguished  friend,  the  gentleman  from  New  Jersey  (Mr.  Kelsey).  His 
first  argument,  was  that  he  could  see  no  reason  why  the  premiums  paid 
on  insurance,  should  not  be  taxed  on  the  ground  that  it  was  so  much 
property  withdrawn  from  the  taxable  property  of  the  state.  Now,  I 
cannot  see  any  difference  between  the  money  paid  for  insurance,  and 
money  paid  for  any  other  object.  We  will  take  the  case  of  my  distin- 
guished friend  from  New  Jersey  (Mr.  Kelsey),  and  assume  that  he  has 
an  income  of  ten  thousand  dollars,  which,  under  the  Federal  law,  would 
have  been  liable  to  pay  an  income  tax.  He  pays  that.  His  property  in 
New  Jersey  is  subject  to  taxation  under  the  general  laws  of  his  state. 
He  will  pay,  we  will  say,  to  New  York  companies,  for  life  insurance,  one 
thousand  dollars  a  year.  He  pays  to  some  traveling  agent,  one  thou- 
sand dollars  to  stock  his  cellars  with  wine;  he  pays  another  thousand 
dollars  to  some  traveling  agent  of  a  grocery-house ;  and  he  pays  another 
thousand  dollars  for  dry-goods,  very  probably  to  Mr.  A.  T.  Stewart,  of 
New  York,  perhaps  ordering  his  g«>ods  of  an  agent,  who  comes  to  New 
Jersey,  whicn  is  a  common  practice  now-a-days.  Now  he  says  he  is  per- 
fectly willing  to  pay  ten  dollars  on  the  thousand  that  he  pays  on  a  life 
insurance,     why  not  on  the  other  thousand  that  he  pays  out. 

Mr.  Caldwell  :  Allow  me  to  come  to  the  assistance  of  the  gentleman 
from  New  Jersey  (Mr.  Kelsey),  on  that  point. 

Mr.  Miller:  Perhaps  the  gentleman  from  Indiana  (Mr.  Caldwell), 
had  better  wait  until  1  get  through. 

Now  seriously,  gentlemen,  I  cannot  see  any  difference.  It  is  a  man's 
outlay,  and  the  bread,  and  the  butter,  and  the  wine,  and  the  clothing  go 
to  the  benefit  and  for  the  use  of  his  family  and  himself.  He  expends  his 
money  as  he  chooses,  of  course,  be  it  a  greater  or  a  less  sum  that  he  has 
to  spend.  Why  this  is  a  most  unaccountable  argument  when  you  come 
to  look  at  it.  It  is  unaccountable  to  me  that  it  should  have  any  weight 
with  any  gentleman :  that  because  so  much  money  ^oes  out  of  the  state, 
therefore,  as  it  goes  out,  we  should  levy  a  tax  upon  it.  I  never  heard  of 
such  a  thing.  Suppose  it  were  the  business  of  my  distinguished  friend 
from  New  Jersey  (Mr.  Kelsey)  to  travel  out  to  Kentucky,  Ohio,  or  some 
western  state,  and  he  had  to  frequently  pass  through  Pennsylvania 
during  the  year.    Now  we  will  come  to  the  point  that  the  money  should 
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be  paid  on  the  insuntnce  because  it  goes  to  the  corporation  of  another 
state.  He  bujs  his  ticket  to  go  oyer  the  Pennsylvania  Central  railroad, 
or  some  other  gigantic  corporation,  and  he  pays  Ave  hundred  or  a 
thousand  dollars  a  year  to  that  company ;  he  pays  it  in  the  state  of  New 
Jersey,  and  it  is  so  much  money  taken  out  of  New  Jersey  to  be  taken  to 
Pennsylvania  and  goes  into  this  corporation,  why  should  it  not  be 
taxed  on  the  same  principle?  Is  there  any  reason  in  the  world?  I 
cannot  see  any. 

Mr.  Caldwbi.1.  :  I  think  I  can  show  the  gentleman. 

Mr.  M11.LKR :  1  will  give  you  a  chance  in  a  moment  Of  course,  every 
dollar  that  is  taken  out  of  the  state  diminishes  the  dollars  in  the  state 
by  just  the  number  that  is  taken  out ;  that  is  a  pretty  plain  mathematical 
proposition;  but  to  say  that  you  are  going  to  tax  all  the  dollars  that  go 
out  of  the  state  merely  for  that  reason  is  a  new  proposition  in  political 
economy. 

The  gentleman  said  that  a  few  companies  of  the  state  of  New  York — 
three  companies,  I  think,  it  was-»had  flity*five  millions  invested  that 
they  paid  no  tax  upon,  or  about  three  millions  of  it  was  invested  In  the 
state  of  New  Jersey  and  they  paid  no  tax  there.  Why,  gentlemen  from 
the  other  states,  can  it  be  urged  that  you  should  tax  the  companies  of 
the  state  of  New  York  for  the  reason  that  those  companies  take  your 
roonej  and  Invest  It  here  and  do  not  tax  it  a  dollar  within  our  limits? 
If  I  was  speaking  for  the  state  of  New  York  merely  to  gain  an  advan- 
tage for  this  state  I  should  say  to  you,  gentlemen  of  the  other  states, 
every  one  of  you.  Impose  just  as  much  tax  as  you  please,  the  more  the 
better,  and  we  will  never  miss  a  cent,  and  you  will  see  that  we  will  have 
all  the  money  in  twenty  years.  That  is  the  way  it  Is  now.  The  reason 
the  money  comes  here  is  because  we  do  not  tax  it  and  not  because  we  do. 
Keep  on  taxing  it  and  see  where  the  money  goes  to  aside  from  the  general 
law  that  capital  attracts  increase  to  it.  The  capital  is  here  and  in  Massa- 
chusetts. That  is  the  reason.  As  one  gentleman  remarked,  and  as  every 
gentleman  must  see,  and  as  It  must  strike  you  at  once  when  you  look  at 
Chicago,  the  capital  is  not  in  Illinois  to  insure  the  property  of  Illinois. 
It  is  here  in  the  East.  It  is  governed  by  the  laws  of  trade.  This  is  a 
fiict  which  we  cannot  deny.  But  they  need  it  there,  and  if  they  had  not 
by  their  foolish  legislation  driven  several  companies  from  their  state 
the^  would  have  had  millions  of  dollars  more  to-day  with  which  to  meet 
their  wants.  That  is  a  palpable  fact  which  everybody  acquainted  with 
the  history  of  insurance  companies  knows.  I  think  companies,  in  many 
instances,  were  driven  from  that  state  because  they  would  not  submit  to 
the  exactions  of  their  law. 

As  to  the  other  proposition,  does  any  man  believe  that  insurance 
would  be  cheaper  if  vou  took  the  tax  off?  That  is  a  sinaular  proposition. 
Take  life  insurance  nrst.  Most  companies  are  mutual;  almost  without 
exception  they  are  mutual,  or  mixed-— mostly  mutual;  the  man's  money 
which  Is  paid,  is  paid  into  mutual  companies.  What  are  the  companies? 
They  are  composed  of  the  policvholderf^ ;  the  money  ffott  into  their 
coffers.  Take  the  Mutual  Life.  Here  is  filly  millions  paid  by  people  all 
over  this  country;  it  ffoes  there,  and  you  take,  say,  only  a  million  of 
aollars  for  taxation.  Who  pays  it?  The  company.  Who  is  the  com- 
pany ?  Why  the  company  are  the  policyholders  — the  plainest  thing  in 
the  world.  In  other  words,  it  is  lust  taking  so  much  away  that  they 
otherwise  would  have  had.  The^  had  the  money.  It  was  there  for  the 
common  benefit  of  all,  all  participating  in  the  profits,  earnings  and 
accumulations.  You  take  so  much  of  it,  and,  of  course,  there  is  so  much 
less.  It  is  plain  enough,  in  the  case  of  a  mutual  company  —  perfectly 
plain.  When  you  come  to  a  stock  company,  you  let  the  stockholders 
and  directors  of  stock  companies  alone  for  getting  that  tax.  You  can 
rest  assmed  that  they  will  get  It  out  of  the  sute  that  imposes  it    That 
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)ias  been  stated  b^  others,  and  I  do  not  believe  anj  man  doubts  their 
ingenuity  in  working  out  that  problem.  So  far  as  the  action  of  this  conven- 
tion is  concerned,  we  are  on  record  on  that  subject;  we  have  alreadj^ 
made  a  recommendation  upon  the  subject,  and  I  call  your  attention  to  the 
proceedings  of  the  first  session,  page  12a  This  resolution  was  offered 
several  times  before,  and,  when  taken  up  for  consideration,  was  unani* 
mously  adopted.     It  was  offered  by  Mr.  W.  £.  Harvejr,  of  Illinois : 

'*  Rtsolvcdy  That  in  the  practice  of  dividing  its  surplus  among  its 
policyholders,  a  mutual  life  insurance  company  should  take  into  consid- 
eration the  taxes  levied  upon  premiums  by  the  state  in  which  the 
policyholder  resides,  and  that  no  deductions  for  tax  expenses  should  be 
made  from  a  dividend  to  a  policyholder  residing  in  a  state  which  does 
not  charge  the  company  with  a  tax  upon  its  premium  receipts ;  or,  in 
other  words,  that  no  portion  of  the  taxeo  levied  upon  premiums  in  one 
state  should  be  charged  to,  or  imposed  upon  the  policyholders  residing 
in  another  state." 

That  was  carried  unanimously.  We  are  on  record  on  that  question, 
gentlemen.  Now,  what  are  we  here  for?  What  is  the  object  of  our 
consultations  together?  It  is  to  produce  uniformity  —  equal  legislation ; 
we  all  agree  upon  that.  That  if  one  state  taxes  two  per  cent,  every  state 
shall  do  the  same  —  or  any  other  taxation.  Now,  then,  if  we  strike  it  off, 
are  we  not  yet  all  on  an  eoual  footing?  Why  should  we  tax  at  all,  if  we 
are  nil  going  to  tax  alike?  How  is  it  with  the  communities  —  the  states 
of  New  York,  Massachusetts  and  Connecticut?  The  state  of  Connecticut 
already  imposes  a  small  tax,  I  understand,  but  the  state  of  New  York 
does  not  Do  you  want,  in  this  state,  to  impose  a  tax  on  the  premiums 
that  our  companies  receive? 

Mr.  Caldwkll  :    In  other  states. 

Mr.  Millrr:  In  other  states,  and  in  this  state.  I  cannot  see  any 
reason  for  it.  It  seems  to  me  it  is  suicidal  on  the  part  of  every  person 
who  has  an  interest  in  insurance.  I  say,  let  the  property  of  every  state  be 
taxed,  by  local  taxation,  for  the  support  of  the  state  government.  This  is 
a  matter  i.i  which  all  are  equally  interested;  it  is  honest,  and  it  will 
work  harmoniously  and  equally.  But,  as  I  said  before,  gentlemen,  if  I 
were  speaking  only  for  my  own  state,  and  to  seek  advantage  for  it,  I 
should  say  to  you  all,  impose  your  tax  and  let  us  alone,  we  will  try  to  get 
along,  and  see  where  the  mone^  will  go  to. 

But  I  agree  that  this  subject  is  one  in  which  a  great  many  of  us  have 
different  views,  and  honestly  entertain  them,  and  I  have  no  desire  to  take 
more  time.  I  know  it  is  a  delicate  question  with  which  to  approach  a 
legislator.  Legislators  are  rather  apt  to  consider  that  they  know  as 
much  about  the  questions  of  political  economy  merely,  and  the  subject  of 
taxation,  as  they  can  be  told  by  outsiders,  and,  perhaps,  recommenda- 
tions coming  from  this  convention,  on  that  particular  subject,  would  have 
less  weight  than  on  any  other  subject.  Subjects  pertaining  to  the 
management,  the  winding-up,  ascertaining  the  liabilities  of  companies, 
and  all  technical  (questions  appertaining  directly  to  the  subject  of  insur* 
ance,  would  be  different.  They  would  say  that  that  was  a  question  of 
political  economy,  which  they,  as  statesmen  and  politicians,  understood 
quite  as  well  as  we ;  and  I  am  rather  inclined  to  agree  with  the  suggestion 
of  the  gentleman  from  Indiana,  (Mr.  Caldwell),  that,  perhaps,  the  best 
thing  we  can  do,  is  not  to  take  any  action  at  the  present  time;  but  still,  I 
shallagree  with  the  majority  of  the  convention. 

Mr.  Caldwell  :  I  merely  wish  to  correct  the  gentleman  from  New 
York  (Mr.  Miller)  in  some  fallacies  of  his  argument.  He  says — and  I  once 
thought  that  way  myself,  but  my  mind  has  undergone  a  change  in  that 
particular — he  says,  that  he  cannot  see  the  difference  between  the  money 
which  a  citizen  invests  outside  of  his  state,  for  wine,  dry  goods,  and  other 
merchandize,  and  the  money  he  invests  for  insurance.     He  argues  that  \k 
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would  be  juffl  i^  f>roper  to  impose  a  tax  upon  the  monej  to  expended,  as 
on  the  money  in  vested  in  a  life  policy,  po  far  as  the  people  of  the  state 
were  coaceraed.  The  fallacy  in  that  proposition  is  this :  thr.t  when  he  buys 
wine,  dry  goods,  or  other  merchandize,  he  brings  back  into  his  state 
property  that  is  taxable;  when  he  brings  back  the  insurance,  there  is 
nothing  to  tax.  When  he  buys  wine,  or  dry  goods  from  A.  T.  Stewart, 
or  any  other  man,  he  is  putting  certain  money  out  of  the  state  to  remain 
a  lifetime,  but  he  is  bringing  back  the  equivalent,  which  goes  upon  the 
tax-duplicate,  and  brings  revenue  to  the  state. 

Again,  there  is  a  difference.  There  is  a  point  that  comes  in  there  that 
was  raised  the  other  day  by  the  gentleman  from  Wisconsin,  (Mr.  Breese). 
The  difference  between  the  money  invested  by  western  men,  and  men  all 
over  the  country  in  dry  ^oodf^,  with  Mr.  A.  T.  Stewart,  and  with  the  Mutual 
life  of  New  York,  is  this :  A.  T.  Stewart  is  not  prevented  by  the  laws  of 
the  state  of  New  York  from  investing  the  profits  from  that  business  any- 
where he  sees  fit. 

Mr.  MiLLKR :  We  look  to  a  change  in  that— that  is  in  our  scheme. 

Mr.  Caldwell  :  I  hope  you  do;  we  are  looking  to  it  now,  and  unless 
it  is  changed  I  say  there  is  a  very  material  difference  between  the  money 
\7hich  we  i^nvest  in  life  insurance  and  that  which  we  invest  in  dry  goods. 

The  gentleman  also  says  that  insurance  is  built  up  here  as  a  matter  oi 
necessity,  because  the  capital  is  here.  So  far  as  fire  insurance  is  con- 
cerned, there  is  but  little  discussion  upon  that  point,  but  so  far  as  life 
insurance  is  concerned,  it  does  not  strike  me  that  it  is  necessary  to  have 
much  capital.  It  does  not  strike  me  that  it  should  follow  that  they  should 
be  established  in  your  monevd  centres.  It  rather  strikes  me  that  the  best 
plan  would  be  to  establish  'them  away  from  the  great  money d  centres 
where  they  could  invest  their  money  readily  at  a  greater  rate  of  interest. 
The  greatest  life  insurance  company  upon  this  continent,  if  not  in  the 
world,  has  got  no  capital  at  all  except  the  money  which  it  receives  from 
the  people.  The  Equitablw  insurance  company,  one  of  the  lari^est  in  the 
country,  has  but  one  hundred  thousand  dollars.  We,  of  the  West,  could 
raise  one  hundred  thousand  dollars  to  start  a  company  as  large  as  the 
Elquitable. 

[The  president  in  the  chair.] 

Mr.  Row,  of  Michigan :  I  agree  with  the  last  speaker,  that  it  would  be 
very  difficult  for  us  to  decide  upon  this  question  of  taxation  even  among 
ourselves;  and  still  more  difficult  to  bring  it  in  such  a  way  before  the 
legislatures  of  the  different  states  that  they  would  agree  upon  an^  propo- 
sition which  we  might  advocate.  I  think  that  back  of  this  subject  and 
behind  it  lies  a  matter  which  I  presented  to  the  convention  in  the  Mav 
session,  (sec  page  67),  a  resolution  on  investments.  It  was  recommendedf, 
or  rather  it  was  ordered  to  be  placed  before  the  committee  on  assets  and 
investments,  but  immediately  on  offering  that  resolution  the  committee 
on  assets  and  investments  reported  as  will  be  found  on  page  6S,  and  did 
consider  this  resolution.  I  think  the  oppressive  legislation,  as  you  are 
inclined  t^J  term  it,  in  the  western  states  of  taxing  companies  has  grown 
almost  wholly  out  of  the  fact  covered  by  this  resolution.  The  resolution 
is  as  follows : 

^*WArreas,  The  laws  of  several  states  require  insurance  companies  to 
make  investment  of  funds  only  in  the  state  where  organized ;  and  where- 
as, such  enactments  tend  to  increase  retaliatory  and  aggressive  legis> 
lation : 

Resolv€dj  That  such  restrictions  as  to  investments  are  unwise  and 
unnecessarv,  and  that  freedom  to  make  safe  and  profitable  investments 
in  any  or  all  states  be  allowed." 

I  understand  that  in  some  states,  I  think  the  state  of  South  Carolina, 
such  provisions  of  law  do  not  exist.    As  it  is  impossible  for  us  to  come 
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to  m  sfttiiifftctory  understanding  at  to  the  rate  of  taxation,  would  it  not  be 
well  to  consider  this  first  question  : 

**  IVJk^rraSf  The  laws  of  several  states  require  insurance  companies  to 
make  investments  of  funds  only  in  the  state  where  organiaed." 

Mr.  Gainbs  :  I  hope  that  we'shall  not  get  off  the  main  question,  and  I 
reiterate  the  statement— I  do  it  with  a  great  deal  of  firmness — that  we  are 
not  in  a  position  to  postpone  the  consideration  of  any  of  the  verjr 
important  questions  which  have  been  brought  before  the  convention, 
and  least  of  all  the  matter  of  taxation.  I  &ra  apprehensive  that  if  there 
be  not  definite  action  by  this  convention  on  several  verj  important  points 
connected  with  legislation  with  reference  to  its  bearing  on  insurance, 
this  convention  will  never  hold  another  session.  I  will  give  as  the 
first  and  best  renson  for  that  belief,  that  for  two  jears  an  effort  has  been 
mnde  in  the  state  of  Louisiana  to  enact  an  insurance  law.  My  friend 
Barnes  will  bear  me  witness  to  the  importance  which  has  been  attached 
to  the  subject  there,  and  I  feel  perfectly  sure  that  the  bill  will  be  enacted 
at  the  next  session  of  the  legislature,  organising  a  department  of  insure 
ance. 

Now,  sir,  in  the  state  of  Louisiana  the  burdens  upon  insurance  are,  first, 
a  privilege  tax  of  one  thou<iand  dollars,  and  next,  a  tax  of  one  per  cent 
upon  the  earned  premium  income — that  is  the  phraseology,  I  believe.  It 
will  suffgest  itself  as  being  very  difficult  for  anybody  in  this  world  to  tell 
what  this  earned  premium  income  in  life  insurance  is.  Therefore,  when 
the  tax  collector  comes  and  demands  that  we  give  him  the  total  of  our 
premium  receipts,  for  the  j'car,  we  say,  **  my  dear  sir,  that  is  not  pre- 
mium income."  And  there  is  a  difference  in  regard  to  the  income,  which 
is  always  decided  in  favor  of  the  government,  and  we  pay  the  tax,  and 
that  is 'the  end  of  it.  I  believe  that  I  have  been  very  much  enlightened 
upon  this  subject,  and  I  believe  that  the  basis  of  calculation  for  reserve  in 
life  insurance  is  a  very  important  question,  but  I  cannot  conceive,  8ir» 
that  it  is  so  important  as  this  subject  of  taxation.  The  benefits  of  a 
uniform  rate  of  taxation  would  more  than  compensate  for  the  danger 
likely  to  accrue  from  anv  difference  as  to  the  basis  of  calculation  for  a 
reserve.  I  perceive  that  there  is  a  very  marked  difference  between  a  stock 
and  a  mutual  company  as  to  how  they  should  be  taxed.  It  is  very  true 
that  the  money  invested  in  a  project  of  insurance  by  stock  comptnies 
tends  to  the  general  good,  but  the  purpose  of  that  investment  is  profit  on 
the  money.  There  iii»  so  far  as  I  can  see,  no  particle  of  difference 
between  the  purpof^es  for  which  money  is  put  into  a  stock  company,  and 
the  purposes  for  which  money  is  put  into  a  grocery  store.  A  community 
cannot  live  without  the  insurance,  I  confess  it,  nor  can  a  community  live 
without  the  groceries.  But,  in  the  case  of  a  mutual  company  there  can 
be  no  possible  profit.  The  most  advantageous  result  that  could  possibly 
be  anticipated  is  to  replace  what  otherwise  would  have  been  lost.  There 
is  this  difference,  Mr.  President,  between  property  in  the  house  and 
property  in  a  life  insurance  policy,  which  I  will  show  you.  The  house  ia 
constantly  compensating  for  the  investment.  The  man  lives  in  the 
house.  lie  buys  his  stock  of  wine  as  the  gentleman  from  New  York  (Mr. 
Miller)  said.  But  he  drinks  the  wine.  He  buys  a  farm.  He  cultivates 
the  farm  and  makes  a  living  on  it  He  buys  his  policy  of  insurance  and 
how  does  the  premium  compensate  him? 

Mr.  Caldwell  :  At  compound  interest. 

Mr.  Gaines  :  Does  he  realize  it? 

Mr.  Caldwell  :  He  earns  it. 

Mr.  Gaimrs  :  But  suppose,  by  some  unfortunate  circumstance,  as  that 
on  the  day  that  his  premium  is  due  he  neglects  to  ofifer  it?  The  next 
day  he  is  examined  and  that  policy  forfeited.  Besides  having  made  him 
pay  a  fair  consideration  on  his  life,  you  have  taxed  the  premium;  you 
have  increased  the  cost  to  him  of  the  anticipated  benefit,  from  which 
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he  is  eternally  cut  off.  Now,  if  the  man,  or  if  anjbodj,  shall  have 
realized  the  monej  under  that  policjr,  and  which  is  the  consideration  of 
it  to  the  extent  of  the  cash  paid  on  it,  it  is  property,  and  should  then  he 
taxed.  Do  you  enhance  the  cost  of  a  prospective  benefit — require  the 
cost  to  be  paid  in  advance,  when  before  the  time  comes  when  the  benefit 
is  to  be  derived,  the  contract  may  be  annulled  ?  Now,  I  perceive  the  differ- 
ence. The  difference  is  as  clear  to  tne  as  anything  can  be.  If  a  man 
owns  a  horse  he  riOes  him.  If  he  owns  a  farm  he  works  it.  What  can 
he  do  with  a  policy  of  life  insurance?  Now,  my  argument  will  apply 
to  all  sorts  of  policies;  they  are  not  interest- producing  investments,  but 
are,  on  the  contrary,  a  Fource  of  additional  individual  burden,  of  finan- 
cial taxation,  based  upon  such  mathematical  precision  of  calculation, 
that  there  can  be  no  prof«pective  financial  profit  You  start  out  on  such 
a  mathematical  ai^sumption,  because  there  can  be  no  profit,  because  if 
the  party  lives  out  the  expectation  of  his  life,  he  will  get  back  the 
money.  Now,  will  70U  tax  a  man  for  being  ten  years  without  his 
money,  to  get  it  back  at  the  end  of  twenty?  You  say,  he  will  in  the 
meantime  have  derived  insurance.  Is  man  property?  A  man  insures  a 
horse  because  he  wants  to  ride  him.  He  insures  his  house  because  he 
he  wants  to  live  in  it.  He  insures  his  farm  because  he  wants  to  work  it 
There  is  no  such  property  in  a  man's  life.  While  ail  these  things, 
horses,  houses,  and  farms  promote  individual  enterprise  and  individual 
wealth,  the  life  in  that  man  promotes  only  the  public  good.  If  there  be 
a  tax  at  all,  it  should  be  created  by  the  apparent  purpose  of  the  policy — 
from  the  fact  that  were  personal  gain  enters  into  the  calculation. 

Mr.  Brkbse  :  Permit  me  to  ask  the  gentleman  from  Louisiana  (Mr. 
Gaines),  what  the  gentleman  is  reading  from? 

Mr.  Gaines  :  From  my  own  memorandum.  Now,  the  gentleman 
talked  about  the  profit  realized  by  the  state  of  New  York,  on  the  pre- 
miums received  from  the  state  of  Indiana.  You  tax  premiums  in  the 
state  of  Louisiana,  but  when  that  policy  is  taxed  in  Louisiana,  do  you 
give  New  York  back  the  money?  I  want  to  know  if  the  benefit  to  New 
York,  of  premiums  received  in  Indiana,  is  not  compensated  by  paying 
Indiana  the  money?  On  the  contrary,  while  there  maybe  realized  but 
two  hundred  and  fifl^  dollars  in  the  state  of  New  York,  on  a  twenty-five 
thousand  dollar  policy,  within  fifteen  months  of  the  time  the  state  of 
Indiana  perhaps  gets  the  twenty-five  thousand  dollars  insured.  Now,  I 
want  to  know  if  that  does  not  compensate  the  state  of  Indiana?  So  long 
as  the  amount  to  be  rendered  on  that  policy,  be  commensurate  with  the 
consideration  paid  for  it,  there  is  a  balance  between  the  two  states,  because 
what  one  gives  in  premium,  it  pays  back  in  money  as  a  loss.  If  that  is 
not  true,  controvert  it 

Mr.  Row :    Please  state  that  proposition  once  more. 

Mr.  Gainbs  :  I  mean  to  say  that,  inasmuch  as  all  policies  of  insurance 
are  contracts  based  upon  the  most  mathematical  calculation,  the  com- 
pensation must  be  equal  to  the  cost.  In  other  words,  I  say  that  if  a 
policy  be  taken  in  Indiana  on  the  life  of  a  person  for  twenty-five  thousand 
dollars,  the  premium  of  which  is  three  hundred  dollars,  if  you  choose. 
New  York  gets  three  hundred  dollars  in  premium.  You  propose  to  tax 
a  New  York  company  in  Indiana  because  it  takes  out  of  Indiana  three 
hundred  dollars  of  premium.  Fifteen  months  after  the  insurance,  of  the 
party,  Indiana  perhaps  gets  twenty-five  thousand  dollars  by  the  death 
of  the  insured. 

Mr.  Row:  How  is  it  with  lapsed  policies?  Who  gets  the  benefit 
there? 

Mr.  Gaikbs  :    The  person  taxed,  if  they  do  not  get  it. 

Mr.  Row :    The  state  does  not  realize  any  income  on  it 

Mr.  Gaikbs  :  The  state  does  realize  income.  I  say  that  the  protection 
given  to  the  individual  in  Indiana,  and  through  the  Drot^ntion  given  to 
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the  individual,  the  benefits  reddered  the  state,  conapensate  for  the  limited 
interest  that  New  York  makes  on  the  money.  I  do  not  think  that  the 
question  enters,  but  the  idea  that  I  have  is,  that  there  can  be  no  tax 
without  increasing  the  cost  of  insurance  —  increasing  the  premium  to 
be  paid,  and  to  ju8t  that  extent,  ever  champing  the  man  that  the^  are 
insuring.  If  the  Chicago  fire  shall  have  demonstrated  the  necessity  of 
certain  changes  in  our  insurance  companies,  then,  gentlemen,  the  world 
and  the  community,  and  this  country,  will  have  l^n  compensated  for 
this  loss.  But  if  we  shall  have  derived  no  such  moral  from  the  burning 
of  Chicago,  then  all  the  suffering  and  all  the  loss  will  have  been  in  vain. 
Do  you  mean  to  say  that  you  invite  the  citizens  of  my  state  to  take 
protection  under  your  companies,  even  if  they  have  to  pay  for  it?  You 
offer  them  the  protection,  and  then,  when  they  apply  for  it,  you  tax 
them  so  heavily  that  they  cannot  get  it. 

I  may  have  started  out  wrong,  Mr.  President.  I  believe  I  announced 
yesterday  that  I,  in  my  personal  feelings  and  opinions,  am  opposed  to 
taxation.  We  have  two  extremes.  Some  gentlemen  think  companies 
should  not  be  taxed  at  all;  others  think  they  should  be  taxed  two  per 
cent.  Indeed,  some  think  four,  and  others  three  per  cent.  The  tax  in 
Louisiana,  as  I  have  said,  is  one  per  cent.  The  tax  in  Mississippi  is  one 
per  cent;  the  tax  in  Texas,  I  believe,  is  one  per  cent.  Now,  it  may  be 
fairly  understood  that  I  do  not  come  here  to  reprtrsent  my  individual 
views.  But,  inasmuch  as  the  legislature  of  my  state,  after '  deliberate 
consideration,  have  adopted  one  per  cent,  it  is  fair  to  assume  that  if 
Pennsylvania  should  fall  from  three,  they  will  from  one  to  one-and-a- 
half.  It  is  a  fair  assumption.  We  have  got  to  satisfy  ourselves  that 
what  it  is  proposed  to  do,  is  for  the  right,  and  then  we  have  got  to  be  sure 
that  some  good  law  comes  of  it  when  we  go  home.  My  own  opinion  is, 
that  the  whole  question  is  whether  fire,  life  and  marine  insurance 
companies  shall  be  fostered.  That  is  the  question.  Do  you  want  to 
extend  the  protection  of  these  companies,  or  do  you  want  to  restrict  the 
protection  of  those  companies?  Do  you  want  to  compel  Louisiana  to 
insure  in  her  home  companies,  taking  the  chances  of  such  a  total 
destruction  as  in  Chicago,  or  do  you  permit  Louisiana  to  take  out  her 
policies  in  other  states?  If  you  mean  that  she  shall  take  her  policies  in 
other  states,  why  burden  the  premium  with  the  taxation?  Policyholders 
are  not  such  blockheads  as  to  be  ignorant  of  the  fact  that  the  tax  conies 
out  of  them  at  last.  While  it  is  perfectly  true  in  practice*  that  if  a  state 
taxes  its  companies,  its  citizens  shall  be  taxed  in  states  that  do  not. tax, 
that  is  not  the  question.  We  are  not  trying  to  get  such  a  reciprocal  and 
retaliatory  legislation  as  will  bar  these  states  from  insurance.  We  want 
to  come  to  such  an  equitable  understanding  and  compromise,  as  that  the 
benefits  of  insurance  companies  shall  be  extended  through  the  whole 
country. 

Now,  Mr.  President,  the  gentleman  saj-s  if  you  buy  your  ox,  pay  your 
money  for  him,  and  are  taxed.  You  buy  your  house,  pay  your  money 
on  it,  and  you  are  taxed  on  it.  When  the  federal  government  comes  to 
assess  its  taxes,  does  it  not  deduct  the  cost  of  living?  Do  you  not  sub- 
tract from  your  own  income,  one  thousand  dollars  to  cover  the  cost  of 
living?  Are  you  not  taxed  on  your  income  as  a  commission  merchant, 
less  so  much?  Why,  provision  has  been  already  made  in  favor  of  one's 
substance,  and  the  purpose  of  it  is  plain.  It  is^that  one  may  first  have 
the  opportunity  of  making  a  living.  If  he  wants  to  make  a  profit,  he 
must  pay  for  the  chance.  Whenever  a  policy  is  so  taken  that  the  ulti- 
mate purpose  of  it  is  individual  gain,  tax  him  as  long  as  you  please, 
because  I  believe  he  is  speculating  on  God's  providence.  But  when  he 
enunciates  at  the  start  a  principle  from  which  he  cannot  depart,  as  that 
without  any  consideration  for  self  or  personal  gain  he  wants  to  protect 
from  beggary  his  wife  and  children,  then  I  say,  tax  it  not  at  all.     I  hope 
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benefit  of  my  wife  and  children,  in  such  a  way  that  I  cannot  alter  the 
verdict;  in  such  a  way  that  it  is  impossible  that  the  money  can  come  to 
me.  Another  man  says,  **  well,  I  think  I  am  pretty  good  for  fifteen 
Tears.  I  will  take  out  a  policy  of  twenty-five  thousand  dollars;  it  will 
be  paid  to  me  at  the  end  of  fifteen  years.  It  I  die  I  get  the  money ;  if  I 
live  I  get  the  money.**  Why  the  only  purpose  in  the  world  of  that  man, 
is  that  the  money  shall  replace  his  capital.  He  is  not  insuring  himself 
or  his  family  affainst  want.  He  is  not  insuring  himself  against  death. 
He  is  insuring  nimself  against  unfortunate  financial  operations.  That 
is  what  he  is  doing;  and  if  he  gets  security  for  his  momey,  let  him  pay 
his  money  for  it. 

It  has  been  repeatedly  said  here,  that  it  is  apprehended  these  delegates 
cannot  go  home  to  the  people,  and  accomplish  in  legislation  the  con- 
clusions of  th  is  convention.  So  far  as  I  am  concerned,  what  I  can  do 
when  I  go  home,  does  not  enter  into  the  question.  I  want  to  do  what  is 
honestly  right,  and  I  think  I  can  satisfy  the  people  of  my  state  if  you 
satisfy  me. 

Mr.  A.  F.  Harvbt,  of  Missouri :  I  shall  have  exceedingly  few  words 
to  say  on  this  subject  I  did  not  hear  any  of  the  discussion  yesterday, 
sod  hardly  know  how  the  arguments  have  run.  I  wihh  to  say  at  the 
outset,  however,  that  personally  I  am  unequivocally  opposed  to  any  sort  of 
taxation  on  the  insurance  companies,  except  the  taxation  on  the  capital 
stock.  I  will  also  say,  that  I  do  not  believe  that  we  can  make  any 
recommendation  in  this  convention,  in  this  matter  of  taxation,  that  is 
going  to  be  regarded  by  the  states.  I  think  I  know  the  temper  of  the 
western  states  pretty  well,  and  unless  we  decide  upon  a  rate  of  taxation 
that  will  be  pretty  tolerably  high,  you  will  never  get  your  recommenda- 
tion before  some  of  these  legislatures.  But  the  only  puint  that  I  pro- 
pose to  make  on  this  subject  of  taxation,  is  the  right  to  inflict  a  tax  at 
all  upon  premium  receipts.  A  gross  premium  is  divided  into  three 
parts.  One  of  those  parts  is  called  the  loading.  It  is  that  which  is 
provided  for  the  expenses.  Now,  we  will  suppose  that  a  premium  of 
eighty  is  divided  thus:  for  expenses,  twenty;  leaving  two  parts,  or 
sixt^  per  cent  remaining.  The  next  premium  is  based  upon  a  rate 
of  interest.  Say  that  the  company  is  receiving  five  per  cent,  that 
those  expenses  are  actually  the  amount  of  the  loading,  twenty- five 
per  cent  of  the  gross  premium.  The  tax  is  a  tax  upon  the  cost  of 
getting  tiiat  income.  It  is  a  principal  which  is  recognized  in  the  govern- 
ment income-tax.  I  believe  I  am  right  in  this.  A  man  returns  his 
income.  He  is  allowed  to  deduct  from  that  return  all  expenses  con- 
nected with  the  collection  of  it.  I  think  I  am  right  in  that.  Further 
than  that,  I  do  not  know  thai  I  have  anything  to  say.  I  cannot  see  the 
propriety  of  taxing  the  expense  of  getting  an  income  in.  Your  tax 
upon  the  expense  part  of  this  premium  is  disposed  of.  There  is  no  part 
out  of  this  sixty.  We  will  say  out  of  this  eighty  per  cent  there  is  ten  left 
That  part  is  technically  the  cost  of  the  insurance  for  the  year.  It  is  that 
part  of  the  premium  which  goes  to  pay  the  death  losses,  out  of  that 
premium.  Now,  when  an  actuary  sits  down  and  makes  his  figures  upon 
the  table  of  mortality,  he  don't  make  allowance  for  this  cost.  It  may 
not  be  within  three  or  four  cents,  but  it  is  exactly  right  to  a  cent,  and 
the  moment  you  disturb  it  in  any  way,  you  take  away  the  ability  of  the 
company  to  meet  this  particular  mortality.  The  remaining  amount  is 
the  reserve,  and  fixed  to  the  last  decimal  of  a  cent.  Besides  that,  it  is  a 
trust-fund,  paid  into  the  company,  not  as  an  investment,  but  a  deposit, 
which  with  interest  compounded,  subsequent  premiums  added^  etc.,  shall 
at  the  end  of  the  mortality  table  make  precisely  the  sum  of  money  that 
it  was  guaranteed  to  pay.  You  are  taxing  two  per  cent  on  this  policy  of 
eighty  dollars.    I  have  supposed  that  the  interest  was  live  per  cent,  have 
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computed  the  net  rate  and  all  the  company  receiyed  was  fi^e  per  cent  on 
all  its  investments.  Take  a  dollar  out  of  that  reser%'e  the  first  jear,  a 
dollar  out  of  the  second  year,  and  a  dollar  out  of  the  third  jrear,  and  you 
have  reduced  the  reserve  to  forty-nine;  and  that  dollar  compounded 
annually,  will  make  twenty-five  dollars  in  twenty-five  years,  and  you 
have  destroyed  the  ability  of  the  company  to  pay  its  policy  by  twenty- 
five  dollars.  Tax  this  part  of  the  premium,  and  you  immediately 
deprive  the  company  of  the  portion  of  the  reserve  which,  by  the  other 
part  of  the  law,  you  had  declared  it  should  keep  on  hand. 

First,  I  claim  that  the  state  has  no  right  to  tax  the  cost  of  collecting 
this  income.  Second,  that  when  it  taxes  the  cost  part  of  the  premium, 
and  the  reserve  part,  you  impair  the  ability  of  the  company  to  make  the 
contracts  which  you  have  elsewhere  said  they  must  keep. 

Mr.  Rbynolds,  of  Alabama :  I  do  not  rise  for  the  purpose  of  making 
a  speech.  I  think  the  convention  is  ready  for  a  vote,  and  I  hope  a  vote 
will  be  tsken,  as  there  are  other  subjects  to  be  disposed  of.  I  hope  the 
question  will  not  be  deferred,  but  that  a  vote  will  oe  taken  now,  so  that 
we  can  take  up  other  questions. 

Mr.  Brbbse  :  Before  we  take  a  vote,  I  want  to  say  just  a  word  or  two. 
As  chairman  of  the  committee  on  this  subject,  I  necessarily  take  some 
little  interest  in  the  matter,  and  do  not  wish  to  be  misrepresented  or 
misunderstood. 

The  committee  thought,  when  they  recommended  what  they  did, 
that  it  was  an  exceedingly  low  and  moderate  rate  to  impose  on  this 
business.  In  the  discussion,  so  far,  the  idea  or  theory  which  we  have 
presented  here,  has  been  altogether  ignored  —  that  there  is  no  reason 
why  this  business  should  not  pay  the  tax  on  this  property  that  any  other 
property  pays.  That  has  been  ignored  altogether;  it  has  been  left  out 
of  the  discussion;  no  one  has  contradicted  the  idea.  We  maintain  that 
there  is  no  reason  why  the  reserve  of  life  or  fire  insurance  belonging  to  a 
citizen  of  Wisconsin,  should  not  be  taxed  just  as  well  as  the  one  hundred 
dollars  which  he  has  in  his  pocket  or  in  the  bank.  We  have  laid  down 
the  principle  that  all  property  should  be  taxed  alike,  as  those  disagreeing 
with  us  in  the  report  also  sa;^:  that  all  property  should  pay  taxes  alike; 
tliHC  there  should  be  no  distinction  between  tne  property  which  a  man 
has  in  life  insurance,  and  the  property  which  he  has  in  a  farm,  in  money, 
or  anything  else;  that  the  taxes  municipal,  and  state,  should  be  levied 
upon  it  equally. 

I  think  there  is  a  principle  there;  and  about  the  only  principle 
involved  in  taxation,  about  the  only  principle  that  political  economy 
recognizes  in  taxation  is,  that  the  amount  necessary  to  sustain  and  bear 
the  expenses  of  government  should  be  imposed  upon  all  property  equally. 
And  this  money —  this  reserve  —  what  I  have  purchased  in  life  insurance, 
is  property  which  belongs  to  me,  and  there  is  no  reason  that  I  can  see, 
why  it  should  not  be  taxed  just  as  well  as  any  other  property  that  I  have. 
What  would  be  the  consequence  in  case  this  was  done?  We  all  know  it 
would  be  very  onerous,  it  would  be  very  destructive  to  this  interest. 

As  premium  is  now  charged  it  would  doubtless  be  ruinous.  Premiums 
would  have  to  be  doubled,  or  more  if  that  rule  were  adopted,  aud  yet  that 
is  the  correct  rule ;  no  one  has  for  a  moment  disputed  it.  But,  since  that  is 
not  perhaps  practicable — although  I  do  not  know  but  it  might  be — it  may 
be  possible  the^e  gentlemen  who  are  in  favor  of  taxing  all  property  alike 
could  easily  devise  a  measure  by  which  that  property  could  be  taxed. 
Every  life  insurance  company,  doing  business  in  any  state  could  report 
to  the  state  depprtment  the  amount  of  reserve  belonging  to  the  citizens 
of  that  state,  and  a  certain  amount  of  state  tax,  say  one  per  cent,  could 
he  levied  upon  the  reserve  belonging  to  that  particular  state.  But  we  all 
know  that  that  would  be  ten  times  the  amount  in  taxes  that  we  propose 
to  levy  by  this  two  per  cent  on  premiums — ^we  know  it  vtry  well— while 
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it  nould  not  be  halt  of  what  other  property  would  be  pajln^^.  We  all 
know  that  other  property  pajrt  from  two  to  five  per  cent.  But  we  are 
disposed  to  be  lenient,  we  are  disposed  to  favor  this  interest,  we  arc  dis- 
posed to  encourage  it  as  a  lawful  enterprise,  a  beneficent  project  by  wKi  jh 
the  country  generally  obtains  benefit.  Hence  the  delegates  fiom  the  V/cst, 
and  the  people  of  the  West,  are  disposed  to  deal  leniently  with  this 
interest.  Therefore,  I  think  that  two  per  cent  on  the  annual  prenium, 
whether  gross  or  deducting  the  losses,  I  care  not  which,  is  very  lo\/,  and 
reasonable,  for  this  reason,  that  it  is  only  paid  once  upon  it.  If  I  pay  a 
premium  of  five  hundred  dollars  a  year,  as  my  friend  from  New  Jcrsepr 
does,  he  simply  pays  a  tax  of  two  per  cent  on  that;  the  balance  of  it 
retires  to  New  York  and  is  kept  here  for  him  on  interest  That  interest 
is  here  in  New  York  compounding  for  him ;  it  accumulates  here  for  him, 
and  that  is  all  the  tax  he  ever  pays  upon  it  until  it  is  paid  back  to  Uim, 
and  then  it  i^  taxed  like  other  property  as  it  should  be ;  then  it  is  subject 
to  taxation  and  where  it  should  be  all  the  time  if  just  rules  \/ere  applied. 
Hence,  I  say  that  the  mode  of  taxation  and  the  rates  that  we  propose 
here,  are  exceedingly  lenient,  and  exceedingly  small,  compared  with 
whjit  other  property  pays.  My  friend  from  Louisiana,  (Mr.  Gaines) 
says  that  many  of  these  policies  lapse.  It  does  not  make  any  difference. 
If  I  go  and  buy  material  for  a  house  and  fail  to  build  it,  I  have  got  to 

Say  taxes  on  that  material  if  it  is  lying  on  the  ground.    That  does  not 
ave  anything  to  do  with  it.     You  pay  taxes  as  long  as  you  make  it 
available. 

If  you  do  not  pay  any  more  premium,  you  do  not  pay  taxes.  If  it  is 
paid  back  to  the  state,  then  it  is  taxed  like  any  other  property.  Of 
course,  we  should  bear  in  mind  that  we  ought  to  recommend  such  a  rate 
of  taxation  as  we  should  be  likely  to  get  the  country  to  agree  upon ;  that 
is  one  object  of  this  convention.  While  it  has  been  shown  that  this  rate 
is  not  unreasonable,  that  it  is  much  less,— very  much  less,  than  what 
every  other  class  of  propertjjr  pays,  it  should  be  our  endeavor  to  recom- 
mend such  a  rate  as  the  legislatures  of  the  different  states  will  endor»% 
and  carry  out.  Now,  we  know  very  well  that  if  we  recommend  the 
principle  of  not  taxing  these  vast  amounts  of  assets,  this  large  cLass  of 
property, — taxing  it  nothing  at  all — we  know  very  well  that  the  legiala- 
tares  of  the  different  states  will  not  endorse  any  such  thing.  One  or 
two  statea  may  do  it  New  York,  Connecticut,  Massachusetts  may  do  it. 
Here  in  New  York  these  laree  amounts  of  money  are  accumulating,  and 
they  are  not  entirely  free  from  taxation.  The  capital  of  these  com- 
panies is  taxed  here,  companies  are  sustained  by  these  premiums  from 
the  West,  by  these  millions  they  receive  from  the  western  country.  They 
are  sustained  by  it,  and  not  only  that,  but  this  very  reserve  that  comes  here, 
which  we  are  forbidden  to  cnarge  on  the  premium,  which  ffoes  to  make 
it  up.  I  say  these  vast  accumulations,  these  millions  of  reserve  that 
belong  to  the  people  of  the  West,  to  the  people  of  Wisconsin,  Indiana, 
Ohio,  and  Iowa,  and  all  over  the  country— these  millions  I  say,  which 
come  here  by  hostile,  and  imprudent  and  wrong  legislation,  as  I  think, 
are  kept  here.  Companies  are  forbidden  to  invest  them  elsewhere, 
where  they  can  get  better  interest,  and  where  they  may  benefit  other 
parts  of  the  country.  I  say  they  are  used  here,  but  how?  To  build 
these  magnificent  palaces,  these  cosily  marble  buildings,  that  adorn 
Broadway,  costing  millions  of  dollars,  and  which  are  taxed  accordinvf  to 
Tammany  taxation.  Who  pay  these  taxes  ?  It  is  the  people  of  Wiscon- 
sin, Ohio,  and  Indiana.  You  all  admit  that  the  policyholders  pay  all 
the  taxea.  The  man  who  drinks  the  coffee,  pays  for  it,  and  the  taxes  on 
it  I  argue  that  we  do  pay  all  the  taxes-— everything,  and  we  pay  these 
taxes  on  these  magnificent  buildings,  taxed  here  by  Tammany  in  New 
York,  just  aa  we  pay  other  taxes.    Now  I  think,  gentlemen,  that  it  is 
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wrong ;  that  we  are  taking  a  wrong  view  of  this  matter,  when  we  oppose 
this  little  pittance  upon  what  we  pajr  annually. 

I  do  not  wibh  to  occupy  the  time  of  the  convention.  I  think  we  ought 
to  agree  on  something  that  is  reasonable.  If  we  make  these  rates  too 
low,  the  states  already  having  heavy  taxes,  as  in  the  South,  will  not 
consent  to  them ;  they  will  still  maintain  their  rates  and  will  not  yield. 
But,  on  the  other  hand,  if  we  recommend  something  moderate,  we  will 
benefit  the  country  in  the  aggregate,  and  bring  these  rates  to  a  level  — 
raising  up  the  rates  in  those  states  that  charge  scarcely  anything, 
and  lowenngthem  in  others,  so  as  to  reduce  the  aggregate.  If  we  do 
thisi  I  think  we  shall  have  accomplished  a  great  good.  If  we  can  adopt 
or  recommend  any  system  that  will  be  accepted,  and  thereby  secure 
uniformity,  I  say  we  shall  accomplibh  a  great  good;  and  we  shall  thereby 
obviate  the  necessity  of  enforcing  these  retaliatory  laws.  Just  as  lon^  as 
our  rate  of  taxes  differ,  just  so  long  will  we  have  to  enforce  these 
retaliatory  measures.  They  are  right,  so  long  as  that  state  of  things 
exists,  and  the  only  way  to  get  rid  of  them  is  to  secure  uniformity  of 
legislation. 

Mr.  Finch,  of  North  Carolina:  This  question  of  taxation  will  be  of 
eas^  solution,  if  those  states  which  now  have  restrictive  legislation  on 
their  books  would  abolish  it.  I  agree  with  the  remarks  of  the  gentleman 
from  Wisconsin  (Mr.  Breese),  that  our  people  look  upon  it  as  unjust  that 
they  have  to  build  up  othei  sections  of  the  country,  and  I  would  like  to 
offer  a  resolution  which  corresponds  with  the  equitable  law  of  my  own 
state  in  regard  to  this  matter. 

The  P1UC8IDBMT :    There  is  already  a  motion  before  the  house.    This 
will  be  in  order  as  an  original  resolution. 

Mr.  Caldwell  :    The  gentleman  from  Missouri  (Mr.  A.  F.  Harvey), 
in  his  ar^^ument,  a  few  moments  ago,  took  position  against  taxation 
from  the  fact,  as  he  stated  it,  that  it  disturbed  the  mathematical  calcula- 
tions upon  which  the  business  was  based,  and  it  would  affect  the  ability 
of  the  company  to  meet  its  liability.     He  seems  to  lose  sight  of  the  most 
important    point — the  all-important    point  —  in  connection  with  this 
matter:  that  the  company  is  not  affected  in  any  way  by  a  tax  imposed. 
The  policyholder  must  pay  that  tax.    If  the  state  of  Pennsylvania  sees 
proper  to  impose  a  tax  of  three  per  cent  on  the  gro^s  premiums  that 
would  be  ninety  cents — assuming  that  the  premium  on  one  thousand 
dollars  was  thirty  dollars,  thatwould  be  ninety  cents  of  tax  per  thousand, 
that  should  be  the  increased  cost  to  the  policyholder,  either  in  increased 
premium  or  reduced  dividends.     It  matters  not  to  companies  whether 
they  charge  one  or  ^re  per  cent.     It  is  a  matter  on  which,  I  expect,  it 
would  be  almost  impossible  to  get  the  legislatures  of  the  various  states  to 
make  laws  that  were  exactly  alike  on  this  subject,  from  the  fact  that  their 
interests  and  differences  ate  so  varied;  and  the  only  way  to  meet  the 
question  is  to  let  them  tax  what  they  please,  and  let  it  be  understood  that 
the  tax  is  a  tax  imposed  directly  upon  the  policyholders  of  their  own 
states;  that  it  is  that  much  added  to  the  cost  of  insurance  which  they 
buy,  and  tiat,  I  think,  if  it  was  understood,  would  stop  this  talk  in 
legislative  bodies  about  soulless  corporations  —  taxing  soulless  corpora- 
tions.   It  brings  the  matter  directly  home  to  them.    They  are  forced  to 
realize  that,  whatever  tax  they  impose,  is  not  imposed  on  the  people  of 
the  whole  country,  but  is  imposed  on  the  citizens  of  their  own  state. 
This  seems  to  me  to  be  the  true  solution  of  this  question.     So  far  as 
determining  any  fixed  amount,  and  recommending  it  for  adoption  to  the 
various  states,  I  think  we  will  have  much  difficulty  in   securing  such 
uniform  legislation.    If,  as  I  said  in  my  former  remarks,  a  citizen  of  a 
state  invested  money  in  a  little  homestead,  he  did  it  for  the  benefit  and 
protection  of  himself  and  family.     If  he  invested   money  in  life  insur- 
ance, he  did  it  because  he  believed  it  was  a  better  investment  than  that 
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which  he  could  make  in  the  homestead.  If  the  state  of  Arkansas  finds  it 
necessarj  to  impose  a  tax  of  three  or  ^ve  per  cent  upon  the  man  who 
bujs  his  homestead,  while  the  legislature  of  that  state  ma/  think  it 
necessary  to  require  a  corresponding  tax  from  the  man  that  bujrs  the 
insurance  policy,  not  the  company;  it  is  out  of  the  question.  If  Indiana 
finds  it  necessary  to  tax  the  man  who  buys  a  homestead  only  >i  of  i  per 
cent,  I  can  see  no  way  and  no  principle  upon  which  they  could  favor  the 
higher  taxation  of  a  man  who  invested  money  in  a  life  policy.  Hence,  I 
think  this  is,  after  all,  a  question  that  we  must  leave  to  the  respective 
states  to  determine  according  to  their  own  respective  necessities  and 
conditions.  Bear  in  mind  all  the  time,  that  whatever  tax  is  imposed  is 
in  no  way  to  affect  the  reserve  — >  in  no  way  to  affect  the  standard  of  the 
company  —  that  it  must  be  increased  cost  to  the  citizen  in  the  state  that 
imposes  the  tax. 

Mr.  Row :  I  am  not  going  to  make  a  speech,  but  simplv  throw  out  a 
suggestion.  It  has  been  frequently  mentioned  here,  that  this  tax  comes 
directly  out  of  the  policyholders.  For  my  own  part,  I  am  willing  if  the 
tax  does  come  out  of  them,  that  the  state  should  recover  it  if  the  policy- 
tholders  do  pay  it-  But  I  offer  this  suggestion :  I  contend  that  the  tax  to 
he  state  is  just,  and  whether  or  not  agents  and  officers  receive  large 
salaries,  and  agents'  commissions  should  not  be  reduced,  in  order  that 
they  may  pay  the  tax  which  the  state  has  a  right  to  claim. 

Mr.  Gaines  :  I  do  not  know  whether  I  am  called  on  to  answer  that 
question  or  not.    Will  the  gentleman  please  state  it  again? 

Mr.  Row:  My  suggestion  was,  that  if  the  policyholders  do  pay  this 
tax,  the  officers  who  receive  large  salaries  should  receive  less,  and 
that  the  commissions  should  not  be  reduced,  but  that  they  may  bear 
thtir  proportion  of  taxation  with  the  policyholders. 

Mr.  Gainbs:  If  vou  are  going  into  the  question  of  what  the  expenses 
and  commissions  should  be,  and  that  sort  of  thing,  it  is  foreign  to  this 

?|uestion,  but  one  which  requires  investigation  at  the  proper  time.  So 
ar  as  I  am  concerned,  I  cannot  answer  that  question  while  debating  this 
resolution.  *  But  I  would  like  to  ask  the  gentleman  from  Michigan  (Mr. 
Row)  another  one.  Why,  if  premiums  paid  into  a  state  are  taxed  where 
they  accrue,  for  the  benefit  of  the  state  in  which  they  are  to  be  paid,  th  at 
state  should  not  be  paid  for  the  money  which  they  pay  out  of  the  policies 
in  the  state  where  they  take  them  ? 

Mr.  Row:  I  think  that  question  was  answered  by  the  gentleman  from 
New  Jersey  (Mr.  Kelsey)  yesterday.  He  said  that  a  tax  which  went  out 
of  a  stale,  was  paid  once,  and  it  was  easier  tor  a  man  to  pav  his  tax  there 
than  it  would  be  to  invest  it.  I  think  in  my  state,  the  policyholders  do 
not  pay  this  tax  if  they  have  to,  which  I  doubt.  They  do  not  object  to 
it  They  are  willing  to  pay  their  just  proportion  of  the  expensesof  the 
state,  and  they  would  just  as  soon  pay  it  in  this  way  as  any  other.  If  a 
man  indulges  in  the  luxury  of  a  life-insurance,  or  a  beautiful  farm,  he 
must  pay  his  just  proporation  of  the  tax,  which  the  state  has  a  right  to 
claim. 

The  convention  here  took  a  recess  of  half  an  hour. 

On  the  convention  re-assembling  after  recess,  it  was  called  to 
order  by  the  vice-president,  Mr.  Breese. 

Mr.  Rkykolds,  of  Alabama :  Mr.  President,  I  would  state  again,  that 
this  matter  of  the  taxation  by  states  upon  insurance  premiums  has  been 
discnssed  at  considerable  length,  and  I  think  that  each  member  of  the 
convention  is  ready  now  for  a  vote  upon  the  question.  I  earnestly  hope 
that  it  may  be  disposed  of,  so  that  we  may  get  at  another  important 
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question  that  vrill  come  up  before  us,  in  regard  to  net  valuations,  rate  of 
interest,  etc.,  and  I  move  that  we  now  proceed  to  vote  upon  the  amend- 
ment before  the  convention. 

On  motion  of  Mr.  Gaines,  of  Louisiana,  the  order  of  business 
was  suspended,  and  Mr.  Row,  of  Michigan,  offered  the  follow- 
ing resolution : 

Resolved,  That  the  constitution  proposed  for  a  permanent  organization 
be  re-committed  to  the  committee,  with  instructions  to  z;eport  an 
amended  form,  after  consultation  with  the  representatives  of  leading 
insurance  companies.  Also,  that  an  additional  member  be  appointed  hj 
the  chair,  to  fill  the  vacancy  on  the  committee  caused  by  the  absence  of 
Mr.  Paine,  of  Maine. 

The  resolution  was  adopted,  and  Mr.  Row,  of  Michigan,  was 
i  appointed  upon  the  committee,  in  accordance  with  the  resolu- 
tion. 

The  secretary  then  read  a  telegram  from  Mr.  Clarke,  of  Massa- 
chusetts, to  General  Smith,  of  Kentucky,  to  the  effect  that  the 
committee  on  legislation  could  sign  what  they  recommended 
during  his  ahsence,  as  if  he  were  here,  but  he  preferred  that 
some  one  be  substituted  in  his  place  on  the  committee. 

On  motion  of  Mr.  Smith,  of  Kentucky,  the  chair  was  directed 
to  appoint  a  member  on  the  C9mmittee  on  legislation,  to  take  the 
place  of  Mr.  Clarke. 

Mr.  Caldwell,  of  Indiana,  offered  the  following  resolution,  and 
asked  that  it  be  referred  to  the  committee  on  valuations : 

Resolved,  That  Finlaison's  mortality  table  of  government  annuitants 
in  Great  Britain  (report  of  i860),  on  the  government  annuity  valuation 
tables  of  Jardine  Henry,  now  in  process  of  completion,  be  recommended 
for  adoption  to  the  several  states  as  a  standard  for  the  valuation  of 
annuities,  with  five-and-one-half  per  cent  interest. 

Mr.  Haryby,  of  Missouri :  That  matter  is  in  addition  to  the  recom- 
mendation which  has  already  been>made  by  the  committee  on  valua- 
tions. I  think  it  was  understood  the  other  day,  that  the  committee  on 
valuations  was  discharged,  and  I  don't  see  the  necessity  or  propriety  of 
referring  it  to  that  committee.  I  would  suggest  that  it  be  referred  to  the 
convention  in  committee  of  the  whole,  with  the  other  part  of  the 
subject. 

Mr.  Caldwbll  :  I  was  not  aware  that  the  committee  on  valuations 
had  been  discharged.  I  don't  think  that  that  committee  can  be  dis- 
charged until  their  report  is  disposed  of.  However,  I  am  willing  to  have 
the  resolution  lie  upon  the  table. 

The  pRXsiDKMT :  The  resolution  will  lie  upon  the  table  unless  there  is 
objection. 

^  Mr.  Gaiubs,  of  Liouisiana :  I  ask  to  have  read  a  preamble  and  reaoln- 
tion,  that  I  hold  in  my  hand,  and  that  they  be  referred  to  the  proper 
committee  designated  by  the 
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The  Secretary  then  read  the  resolution  as  follows : 

IVJUrtiu^  The  published  reports  of  several  state  insurance  depart* 
ments  show  a  number  of  life  insurance  companies  to  have  impaired 
capitals;   and 

WMereas,  It  is  the  bounden  duty  of  governments  to  obtain  the  truth 
respecting  corporations  created  by  itself,  and  publish  the  same  for  the 
information  and  protection  of  the  public;  and 

Wkereasy  It  is  equally  the  duty  of  government  while  protecting  the 
public,  at  the  same  time  to  Khow  no  injustice  to  corporations — therefore 

Rtsoivetl,  That  this  convention  recommend  that,  for  the  purpose  of 
testing  the  actual  status  of  any  company  whose  capital,  on  a  net  valua- 
tion, is  shown  to  be  impaired,  there  shall  be  made  a  gross  valuation  on 
the  actual  premium  to  be  received,  deducting  therefrom  the  sum  of  fifteen 
per  cent  for  future  expenses. 

Referred  to  committee  on  suspension  and  winding-up  of  insol- 
vent companies. 

Mr.  Rrymolds,  of  Alabama :  As  the  convention  is  probably  as  full 
as  it  will  be  this  afternoon,  I  hope  it  will  proceed  to  vote  upon  the 
amendment  to  the  report  of  the  committee  on  taxation. 

Mr.  Harvbt,  of  Missouri :  I  would  like  to  ask  the  gentleman  from 
Louisiana  a  question.  He  proposes  that  there  be  a  tax  of  one-half  per 
cent  on  every  form  of  policy,  and  he  says  anual  premiums.  It  occurs 
to  me  that  it  might  be  a  little  difficult  to  determine  what  tax  there  shall 
be  on  single  premiums? 

Mr.  Gaiivbs:  One-half  per  cent  on  the  gross  amount  paid  in  one 
year.  I  mean  if  a  single  premium  only  is  paid  in  one  year,  that  it  can 
be  assessed  only  once.  I  mean  by  annual  premium,  the  premium  paid 
during  each  current  year. 

The  resolution  of  Mr.  Finch,  of  North  Carolina,  was  then 
read. 

Mr.  Rbitmouds  :  Upon  that  question  I  was  in  hopes  that  this  would 
not  come  in  until  afler  the  question  was  discussed — the  question  that  I 
desired  from  the  beginning,  to  have  this  convention  steer  clear  of — and 
that  is  the  difference  between  net  receipts  and  gross  receipts;  net 
premium  and  gross  premium  receipts.  The  gentleman  from  Louisiana^ 
in  his  amendment,  asked  that  a  smaller  rate  of  tax  be  levied  upon  the 
gross  premium  received  annually.  I  don't  see  how  this  can  be  enter- 
tained in  connection  with  this,  because  if  this  is  passed  as  the  expression 
of  this  convention,  it  doesn't  correspond  with  the  resolution  or  amend- 
ment as  offered  by  the  gentleman  from  Louisiana,  nor  with  the  original 
report. 

Mr.  Pnrcfit,  of  North  Carolina :  It  merely  makes  an  exception  to  the 
general  scope  of  the  amendment  offered  by  the  gentleman  from  Louisiana, 
that  companies  allowed  to  invest  anywhere  shall  not  come  under  the  pro- 
visions of  his  amendment,  but  under  the  provisons  of  this  resolution. 

Mr.  H ARVKT,  of  Missouri :  I  ask  the  gentleman  from  North  Carolina, 
(Mr.  Finch)  if  it  is  not  best  to  withdraw  that  amendment  now,  and  let 
us  dispose  of  the  matter  of  taxation  first? 

Mr.  PiifCH,  of  North  Carolina:  I  thought  it  entirely  germain  to  this 
subject  and  relerant,  but  at  the  suggestion  of  a  friend  I  withdraw  it. 

Mr.  Gaikbs  :  By  gross  annual  premiums  I  mean  the  gross  premium 
receipts  of  a  company  in  any  state  and  in  any  year. 

The  Prksxosnt  :  I  think  that  is  understood. .  Are  you  ready  for  the 
question  ? 


i8o 

Mr.  Williams,  of  Ohio :  Mr.  President,  I  wish  to  state  my  position 
upon  this  question  as  briefly  as  possible.  I  agree  with  the  report  of  the 
oommlttee  in  regard  to  the  rate  of  taxation,  because  it  is  about  the 
ayeraee  amount  Uiat  is  assessed  in  the  state  of  Ohio  that  I  represent.  I 
onlj  disagree  with  the  report  of  the  committee  in  regard  to  the  deduction 
of  the  losses.  I  am  in  favor  of  getting  it  uniform  if  possible.  I  am 
opposed  to  the  provisions  of  deducting  the  losses. 

The  Prssidbnt  :  The  secretary  will  proceed  to  call  the  roll  of  states. 

The  secretary  then  called  the  roll  of  states,  upon  the  question 
whether  the  amendment  should  be  adopted  and  it  was  declared 
lost. 

The  Prbsident  :  The  question  now  is  upon  the  adoption  of  the  report 
of  the  committee. 

Mr^  Pinch  :  I  move  now,  as  an  amendment  to  the  report  of  the  com- 
mittee. 

Mr.  Reynolds  :  I  believe  that  many  of  the  delegates  voted  against 
the  amendment  offered  by  the  gentleman  from  Loustana,  simply  because 
they  are  opposed  to  all  taxation.  I  do  not  believe  that  the  legislatures  of 
the  different  states  will  come  to  anything  like  uniform  action  upon  the 
question  of  taxation. 

Mr.  Alfribnd,  of  Va. :  Mr.  Chairman,  I  would  like  to  ask  the 
gentleman  from  North  Carolina  if  he  intends  his  resolution  to  apply  to 
all  insurance  companies  or  simply  to  life  insurance  companies? 

Mr.  Finch,  of  N.  C.  :    To  all  insurance  companies. 

The  question  then  was  put  upon  the  adoption  of  the  amend- 
ment of  Mr.  Finch,  and  it  was  declared  lost. 

Mr.  Williams,  of  Ohio :  I  move  to  amend  the  report  of  the  committee 
on  taxation  by  striking  out  the  words  ''after  deducting  from  such 
premiums  the  amount  actually  paid  policyholders  for  losses  therein 
during  the  same  period.*' 

The  vote  was  then  called  by  states  on  the  motion  of  Mr. 
Finch,  of  North  Carolina,  and  the  resolution  was  declared 
adopted. 

Mr.  MiLLKR,  of  New  York :  I  move  now  that  the  report  be  amended  so 
as  to  recommend  substantially  as  follows  :  that  where  states  impose  any 
taxation  upon  the  premium  receipts  of  insurance  companies,  it  be  recom- 
mended that  that  tax  shall  not  exceed  the  amount  of  one  per  cent  upon 
the  gross  premium  receipts. 

The  resolution  being  seconded  by  Mr.  Reynolds,  of  Alabama, 
was  put  and  declared  lost. 

Mr.  Kblsby  then  moved  the  adoption  of  the  report  of  the  com- 
mittee as  amended. 

Mr.  Harvey,  of  Missouri :  I  would  like  to  accommodate  the^gentleman, 
and,  although  I  think  the  vote  on  this  first  resolution  was  really  a  vote 
on  the  proposition  that  the  gentleman  from  New  York  now  submits; 
still,  if  he  desires  to  have  another  rake,  as  I  raked  in  the  negative,  and 
the  amendment  was  lost,  I  now  move  a  reconsideration. 

Mr.  Miller:  It  seems  to  me  that  a  mere  unfortunate  accident  of 
failing  to  hear,  on  the  part  of  the  chair,  the  call  of  the  roll  should  not  be 
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Insisted  on  as  foreclosing  this  question.  We  have  been  taking  the  yote 
bjr  the  call  of  states,  and  I  know  of  no  reason  why  .that  should  be 
suspended  in  the  case  of  the  amendment  that  I  offer. 

Mr  Harvey,  of  Mo.,  moved  a  reconsideration  of  the  vote  on 
Mr.  Miller's  resolution.     Carried. 

The  Secretary  then  called  the  roll  of  the  states  on  the  amend'- 
ment  of  Mr.  Miller,  and  it  was  declared  to  be  lost. 

Mr.  Harvby,  of  Missouri :  I  move  now  to  indefinitely  postpone  the 
further  consideration  of  this  report. 

Mr.  Caldwell,  of  Indiana :    I  second  the  motion. 

BiR.  Gaikbs  :  I  think  the  motion  is  tantamount  to  a  motion  to  adjourn 
permanen  tly. 

Mr.  Kklsky,  of  New  Jersey :  I  hope  the  motion  will  not  prevail.  We 
are,  perhaps,  better  prepared  to  meet  it  now  than  we  will  be  again. 

The  Secretary  then  called  the  roll  of  the  states,  and  the  motion 
was  declared  lost 

The  question  was  then  put  upon  the  report  of  the  committee 

as  amended,  and  it  was  declared  lost. 

Mr.  Gaimss,  of  Louisiana. :  Mr.  Chairman,  I  will  make  a  motion  now» 
to  see  whether  we  mean  business  or  not.  I  move  that  it  be  declared  by 
this  convention  to  be  its  sentiment  that  it  is  Impracticable  to  adjourn 
indefinitely  without  coming  to  a  solution  of  this  question. 

The  motion  was  not  seconded. 

Mr.  Harvey,  of  Missouri :  We  have  had  three  votes  here  on  this  tax 
matter — one  for  a  variable  rate  from  one-half  to  i  per  cent,  and  one  for 
I  per  cent  in  states  that  choose  to  tax  premiums ;  and  one  for  2  per  cent 
upon  the  gross  premiums  generally,     t  move  the  following : 

Resolved,  That  it  is  the  sense  of  this  convention  that  it  is  impolitic  to 
assess  taxes  upon  the  premium  receipts  of  insurance  companies. 

Mr.  Alfribnd,  of  Virginia,  offered  the  following,  as  an 
amendment  to  Mr.  Harvey's  resolution : 

Resolved,  That  this  convention  do  recommend  to  the  legislatures  of  the 
different  states,  the  imposition  of  a  tax  of  i  per  cent  on  the  gross 
receipts  of  fire  and  marine  companies,  and  endowment  policies  of  life 
companies,  and  the  exemption  from  taxation  of  all  life  policies  issued 
on  the  lives  of  husbands  and  fathers  for  the  benefit  of  women  and 
children. 

Mr.  Harvsy,  of  Missouri :    I  proposed  a  motion  declaring  it  impolitic 

under  any  circumstances,  to  levy  a  tax,  and  the  greater  man  proposes  to 
amend  by  suggesting  that  certain  taxes  be  levied.    I  want  to  know, 
when  you  mix  the  two  together,  what  you  are  going  to  have. 
Mr.  Alfriski>  :    I  will  withdraw  my  proposition  for  the  present. 

The  chair  then  put  the  question  upon  the  adoption  of  the 
report  as  amended. 

Mr.  Facklkr,  special  delegate  from  Tennessee:  I  would  like  to 
explain  my  vote  upon  this  question.  I  shall,  be  compelled  to  vote 
"no,"  as  the  represenUtivc  of  Tennessee,  although  my  own  impressions 
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being  drawn  from  their  territory  to  be  invested  in  other  states,  when  the 
laws  of  their  btates  forbid  those  states  to  invest  elsewhere.  And  I  know^ 
it  will  be  the  sentiment  of  those  that  I  represent,  that  it  is  their  right  to- 
prevent  the  money  from  being  drawn  from  them  in  that  way.  I  shall, 
therefore,  have  to  vote  in  the  negative. 

Mr.  Miller,  of  New  York :  I  move  that  the  vote  upon  this  resolution 
be  taken  to-morrow,  at  twelve  o'clock.  I  think  we  have  a  right  to  a  luli 
representation.  The  representatives  of  several  states,  most  of  them 
western  states,  are  in  the  city,  and  they  ought  to  be  here. 

Mr.  Caldwell  :  It  is  impossible  for  us  to  get  a  full  representation  at 
any  time. 

Mr.  Row:  I  think  the  representation  will  not  be  any  larger.  I  under- 
stand that  several  gentlemen  are  here  to-day,  who  will  be  obliged  to 
leave  for  home  to-night. 

Mr.  Miller  withdrew  his  motion,  and  moved  as  an  amend- 
ment to  the  resolution  of  Mr.  Harvey,  that  it  is  impolitic  at  this 
time  to  make  any  recommendations  to  states  in  reference  to 
taxation. 

The  motion  was  seconded. 

Mr.  A.  F.  Harvky,  of  Missouri,  offered  the  following  resolu* 
tion : 

Resolv€dj  That  it  is  the  sense  of  this  convention,  that  it  is  impolitic  to 
assess  taxes  upon  the  premium  receipts  of  insurance  companies. 

Mr.  Finch,  of  North  Carolina :  I  hope  the  resolution  of  the  gentle- 
man from  New  York  will  not  be  adopted.  We  want  some  light  upon 
this  subject,  and  we  want  some  authoritative  advice  in  regard  to  it  in 
our  state  from  this  august  body ;  and  I  hope  we  won't  adjourn  without 
making  some  recommendation  to  the  states.  I  think  my  own  state  will 
acquiesce  in  any  reasonable  proposition  that  this  convention  may  make ; 
and  do  not  want  to  go  home  with  any  such  indefinite  action  as  is  pro- 
posed. 

Mr.  Kblsby,  of  New  Jersey :  It  strikes  me  that  this  question  is  one  of 
the  most  important  that  we  have  to  consider;  and  this  is  manifested  by 
the  interest  that  has  been  taken  in  it  since  it  has  been  under  discussion. 
It  seems  to  me,  that  it  is  a  question  entirely  within  the  province  of  this 
convention  to  consider;  but  while  I  have  some  inclination  to  support 
the  resolution  of  the  gentleman  from  New  York,  my  conviction  is  that  it 
is  entirely  improper  that  we  should  shirk  any  such  important  question  as 
this.  Now,  there  is  perhaps,  a  majority  one  way^  or  the  other  upon  the 
question  of  recommend! n|^  state  legislation  to  impose  a  tax  upon  the 
premium  receipts  of  the  insurance  companies  of  other  states.  If  the 
majority  is  small,  either  one  way  or  the  other,  the  effect,  perhaps,  will 
not  be  very  great.  But,  if  this  convention  should  unanimously  recom- 
mend a  system  of  taxation,  whatever  it  might  be,  it  would  certainly  be 
entitled  to  great  consideration.  But,  as  I  say,  if  there  is  a  manifest 
division,  and  nearly  an  equal  division  of  opinion  on  this  subject,  it  will, 
perhaps  matter  little  what  we  do.  But  as  to  throwing  the  question  out 
of  the  convention,  and  refusing  to  consider  it,  after  giving  it  the  atten- 
tion that  we  have,  it  seems  to  me,  that  it  vrill  place  us  all  upon  the 
record  in  a  rather  unenviable  light.  I  am  ready  now  to  vote  upon  this 
question,  or  at  any  other  time,  if  it  is  thought  best  to  postpone  it  until 
to-morrow,  in  orcfer  that  absent  gentlemen  may  record  their  votes,  I  am 
willing.  But,  I  cannot  conscientiously  vote  in  favor  of  discontinuing  the 
consideration  of  this  question.  I  hope  the  amendment  of  the  gentleman, 
from  New  York,  will  not  prevail. 
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Mr.  MiLLUt :  I  vrithdraw  my  amendment,  and  vrill  let  the  question  be 
taken  upon  Mr.  Harvey's  general  proposition ;  and  that  will  test  the  sen- 
timent of  tbe  convention. 

The  Secretary  again  read  the  resolution  of  Mr.  Harvey  of 
Missouri. 

Mr.  Williams,  of  Ohio :. I  move  to  amend  by  striking  out  all  after  the 
word  "Resolved,"  and  putting  in  '* That  where  a  state  imposes  any  tax 
at  all  upon  premiums,  it  shall  not  exceed  two  per  cent." 

Mr.  Hartranft,  of  Pennsylvania  :  Mr.  President,  there  is  no  discrimi* 
nation  now  in  the  state  of  Pennsylvania.  I  want  uniformity.  When  we 
once  settle  this  question  that  there  shall  be  taxation,  then  we  can  vote 
upon  the  amount  of  the  percentage  of  taxation. 

Mr.  Gainks,  of  Louisiana  :  I  agree  that  this  is  an  important  question, 
and  if  the  vote  upon  it  shall  stand  ii  to  12  1  shall  ask  to  be  allowed  to 
lend  for  Mr.  Bacon  who  is  now  at  the  St.  Nicholas  hotel. 

The  President  :  Mr.  Bacon  can  record  his  vote  to-morrow. 

Mr.  Brebsb,  of  Wisconsin :  This  is  sfmply  a  proposition  whether  we 
shall  tax  at  all.  If  we  vote  for  it,  we  say  we  are  not  in  favor  of  taxing 
at  all. 

Mr.  Reykolds,  of  Alabama :  The  gentlemen  is  very  much  mistaken, 
if  I  underfstand  the  Question,  which  is,  whether  it  is  politic  to  tax  upon 
premium  receipts.  It  is  not  whether  we  shall  tax  the  stock  of  the  com- 
pany or  the  property  of  the  company,  but  whether  we  shall  tax  premium 
receipts. 

Mr.  Harvey,  of  Missouri :  I  desire  to  add  that  this  is  the  precise  idea 
that  I  had  in  raising  the  question  here,  whether  it  is  politic  or  not  to  tax 
premium  receipts. 

The  question  then  was  put  upon  the  resolution  of  Mr.  Harvey, 
of  Missouri,  and  it  was  lost  by  13  noes  to  8  ayes. 

Mr.  Alfriend,  of  Virgina,  renewed  his  motion,  and  it  was 
seconded. 

Mr.  Harvey,  of  Missouri :  I  would  like  to  have  that  divided. 

Mr.  Gaines  of  Louisiana :  I  want  to  understand  if,  when  you  say  that 
it  is  impolitic  to  tax  policies  for  the  benefit  of  women  and  children, 
whether  you  mean  that  those  women  and  children  shall  be  the  wives 
and  sons  and  daughters  of  the  insured.  We  want  to  know  whether  we 
are  committing  ourselves  to  legalizing  a  policy  without  consideration — 
a  gambling  policy. 

Mr.  Harvey,  of  Missouri:  Not 

Mr.  Williams,  of  Ohio:  I  shall  be  ^opposed  to  this  because  I  am 
opposed  to  making  any  distinction  at  all! 

A  vote  was  then  taken  upon  the  motion  of  Mr.  Alfriend  and 

it  was  lost  by  4  ayes  to  14  noes. 

Mr.  Brbbss,  of  Wisconsin :  I  move  now,  that  we  take  up  the  report  of 
the  committee  and  insert  lyi  per  cent  tax  upon  the  gross  receipts  of  alj 
companies,  without  making  any  distinctions. 

Mr.  M1LI.SR  of  New  York  then  offered  the  following : 

Hesolvedf  That  it  is  the  sense  of  this  convention  that  when  any  state 
shall  impose  any  tax  upon  premium  receipts  of  insurance  companies, 
that  tax  shall  not  exceed  one-and-a-half  per  cent 

Mr.  KsLSEY,  of  New  York :   1  can  understand  the  object  that  I  think 
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the  gentleman  has  in  view  in  offering  this  amendment;  I  take  it  to  be  to 
facilitate  the  proceedings  of  this  convention,  because  it  is  manifest  from 
the  votes  already  taken  this  morning,  that  we  cannot  reach  any  result  in 
the  way  of  naming  a  rate  of  taxation,  inasmuch  as  gentlemen  opposed  to 
taxation  entirely,  will  vote  "  no,"  and  those  who  vary  as  to  the  rate  to  be 
imposed  will  vote  ''no"  unless  the  vote  be  upon  their  own  particular 
rate. 

Mr.  Finch,  of  North  Carolina:  I  think  we  can  all  unite  upon  the 
proposition  of  the  gentleman  from  New  York  (Mr.  Miller). 

Mr.  Williams,  of  Ohio :  I  move  as  an  amendment,  that  two  per  cent 
be  inserted  instead  of  i|^. 

Mr.  Brbbse  :  I  will  accept  the  amendment  of  both  Mr.  Miller  of  New 
York  and  Mr.  Wiliams  of  Ohio. 

Mr.  Harvby,  of  Missouri :  The  acceptance  of  that  amendment  norvr 
will  perhaps  make  a  little  division  in  the  vote. 

Mr.  Gaines  :  I  move  as  an  amendment  to  the  resolution  as  amended, 
to  strike  out  the  figures  and  to  adopt  the  body  of  the  resolution,  and  then 
to  £11  the  blanks  afterwards  by  a  separate  vote. 

Carried. 

Mr.  Caldwxll,  of  Indiana:  I  occupy  a  position  which  is  a  little 
different  from  that  of  other  gentlemen.  I  believe  that  there  can  be 
devised  a  system  of  taxation  that  will  operate  justly  and  equitably,  but  I 
don't  believe  that  the  system  of  taxing  upon  gross  receipts  is  equitable. 
I  don't  believe  in  taxing  a  company  upon  more  money  than  they  take 
out  of  the  state.  Hence,  I  will  vote  from  top  to  bottom  against  taxation 
under  that  resolution. 

The  question  upon  the  resolution  as  amended,  was  then  put 
and  carried  by  1 2  ayes  to  10  noes. 

Mr.  Miller  :  I  move  that  the  blank  be  filled  by  inserting  '*  not  exceed- 
ing two  per  cent." 

The  motion  was  seconded  by  Mr.  Williams,  of  Ohio. 
The  proposition  of  Mr.  Miller,  was  then  put,  and  was  lost  by 
a  vote  of  10  ayes  to  13  noes. 

Mr.  PiLLSBURY,  of  New  Hampshire :  I  move  that  the  blank  be  filled 
by  inserting  one  and  one-half  per  cent. 

Seconded. 

The  motion  of  Mr.  Pillsbury  was  then  put,  and  was  carried  by 
a  vote  of  13  ayes  to  10  noes. 

Mr.  Finch,  of  North  Carolina:  I  voted  for  this  resolution,  and  I  move 
to  reconsider  the  vote  by  which  it  was  carried,  and  to  lay  the  motion  on 
the  table. 

Seconded  by  Mr.  Breese,  of  Wisconsin. 

The  motion  of  Mr.  Finch,  was  then  put,  and  was  declared 
carried 

Mr.  Harvey,  of  Missouri :  This  whole  matter  of  taxation,  I  consider, 
has  been  out  of  order  for  two  days.  Day  before  yesterday,  we  were  dis- 
cussing the  pending  matter  of  the  table  of  mortality  and  rate  of  interest. 
Yesterday  morning  this  question  of  taxation  was  taken  up  incidentally, 
and  I  now  move  that  the  question  of  mortality  and  interest,  as  reported 


i85 

1>j  the  committee,  be  taken  up  at  the  openmg  of  the  session  to-morrow, 
and  that  no  other  business  be  taken  up  until  that  is  disposed  of. 

Seconded. 

Mr.  Williams,  of  Ohio,  moved  as  an  amendment,  that  the  vote 
be  taken  upon  the  subject,  at  twelve  and  one-half  o'clock, 
to-morrow.  Mr.  Harvey,  of  Missouri,  accepted  the  amend- 
ment. 

Mr.  Caldwbll,  of  Indiana :  I  am  rather  opposed  to  that  proposition, 
and  hope  it  will  not  prevail.  It  is  true  that  there  has  been  a  great  deal 
of  talk  upon  that  question,  and  a  great  many  members  have  made 
lengthy  speeches,  while  a  great  many  parties  who  are  not  members  of 
the  convention,  have  also  addressed  us  at  some  length.  Still  I  am 
satisfied,  that  there  are  several  members  of  this  convention,  who  have 
refrained  from  saying  anything,  but  who  would  like  to  be  heard ;  and 
the  adoption  of  such  a  rule  would  cut  them  off;  and,  I  think,  as  the 
question  is  important,  it  would  be  unjust. 

Mr.  Harvby,  of  Illinois :  I  hope  the  vote  will  not  be  fixed  for  that 
time.  There  are  a  number  of  gentlemen  who  are  desious  of  saying 
something  upon  this  question ;  and  if  we  commence  the  discussion  upon 
that  subject  to-morrow  morning,  it  should  continue  until  every  one  who 
desires  to  speak  upon  it,  shall  have  an  opportunity  to  be  heard. 

Mr.  MnxBR :  I  favor  the  original  motion. 

Mr.  Harvby,  of  Illinois :  I  think  the  original  motion,  to  take  up  this 
subject  to-morrow  morning,  and  entertain  no  other  business  until  it  is 
disposed  of,  will  answer  every  purpose.  I,  therefore,  move  the  division 
of  the  question,  and  to  strike  out  all  relating  to  the  time  of  taking 
the  vote. 

The  amendment  of  Mr.  Harvey,  of  Illinois,  being  seconded, 
yfBs  put,  and  declared  carried. 

A  vote  was  then  taken  upon  the  original  amendment,  and  it 
was  declared  carried. 

Mr.  Fackler,  of  Tennessee,  offered  the  following  resolution : 

Motion,  That  a  committee  of  three  be  appointed  to  determine,  as 
nearly  as  practicable,  the  rate  of  interest  realized  by  American  insui^ 
ance  companies  during  1870,  and  report  to-morrow. 

Carried. 

Chair  appointed  Messrs.  Fackler,  Harvey,  of  Illinois,  and 
Smith. 

Mr.  Harvey,  of  Missouri,  moved  that  the  convention  accept 
the  invitation  of  Mr.  Noyes,  and  proceed  to  New  Haven  in  a 
body  on  Saturday. 

Carried. 

The  convention  then  adjourned* 


EIGHTH   DAY. 


Thursday,  October  26,  1871. 

The  convention  met  at  half-past  ten  o'clock,  A.  M.,  the  presi- 
dent in  the  chair. 

The  Prbsxdbkt:  A  communication  hat  been  received  from  Egbert 
Bartlett,  of  Ansonia,  Connecticut,  on  the  subject  of  interest,  which  the 
secretary  will  read,  and  it  will  be  referred  to  the  proper  committee. 

The  Secretaiy  read  the  communication,  and  it  was  duly 
referred  to  the  committee  on  winding  up  insolvent  insurance 
companies. 

The  Prbsidbnt  :  The  secretary  has  informed  me  that  Mr.  Noyes  has 
stated  that  it  would  be  agreeable  to  him  to  receive  the  convention  on 
Saturday;  leaving  here  at  eight  o'clock  A.  M.,  and  returning  by  the 
train  leaving  New  Haven  at  four  P.  M.,  and  that  passes  will  be  furnished 
through  the  secretary  to  all  the  members  desiring  to  go. 

I  suppose,  gentlemen,  the  regular  order  of  business  is  the  discussion  of 
the  report  of  the  committee  on  reserves.  It  is  suggested  that  the  com- 
mittee appointed  yesterday  to  report  upon  the  actual  interest  received  by 
companies,  should  present  their  report  now  before  the  discussion 
proceeds,  as  it  is  pertinent  to  that  subject. 

Mr.  Hartranft,  of  Pennsylvania,  from  the  committee  on  per- 
manent organization,  submitted  the  following  supplementary- 
report  : 

supplembtary    report   by    trb    committee    on   permansmt 

Organization. 

The  constitution  reported  from  this  committee,  by  Mr.  A.  W.  Paine, 
chairman,  having  been  laid  upon  the  table,  and  subsequently  recom- 
mitted to  the  committee  for  amendment,  after  consultation  with  leading 
insurance  companies,  your  committee  have  the  honor  to 

Report 

that  they  have  carefuUv  revised  the  document  referred  to,  changed  its 
form,  and  now  present  it  to  the  convention  for  consideration.  They  have 
elicited  the  views  of  representatives  of  the  fire  and  life  insurance 
companies,  and  find  an  apparently  unanimous  feeling  in  favor  of  a  per- 
manent organization  of  the  convention ;  it  being  the  expression  of  more 
than  one  influential  underwriter  that,  without  this,  little  if  any  result  of 
a  practical  nature  will  follow  the  two  sessions  which  have  already  been 
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held*    It  was  also  remarked  to  the  committee  that,  simplj  as  a  school  of 
instruction  for  not  only  the  insurance  officials,  but  officers  of  private 
corporations  as  well,  its  permanent  establishment  would  be  worth  to  the 
companies  contributing  its  expenses  far  more  than  its  cost. 

Your  committee,  after  full  consideration  of  the  subject,  have  fixed  upon 
New  York  as  the  best  place  for  the  annual  meetings.  Here  we  are 
within  easier  reach  of  all  sources  of  insurance  knowledge  than  we  could 
be  anywhere  else  in  the  country;  and  we  can,  at  anytime,  hold  consulta- 
tion wi*\  the  highest  authorities  on  marine,  fire  and  life  underwriting; 
which  considerations  alone,  to  say  nothing  of  the  many  others  which 
will  naturally  suggest  themselves,  should  decide  the  matter  and  all  local 
preferences.  Respectfully  submitted, 

J.  F.  Hartranft, 
Saicubl  H.  Row, 
John  Gilxaspix. 
CONSTITUTION. 

Art.  I. — An  Association,  by  the  name  of  the  National  Insurance 
Convention  of  the  United  States  is  hereby  formed  by  the  officers  having 
charge  of  the  insurance  departments  of  their  respective  states,  for  the 
purpose  of  consultation  on  matters  pertaining  to  tneir  general  superin- 
tendency. 

II.  —  In  each  state  where  no  such  department  exists,  the  governor  shall 
have  the  right  to  appoint  a  member,  provided  that  no  member  shall  be 
connected  with  any  insurance  company  as  officer,  agent,  or  otherwise. 

III.  — The  state  officers  in  charge  of  insurance  affairs  shall  also  have 
the  right  to  depute  a  person  eligible  under  the  foregoing  rule  to  repre- 
sent them  in  the  event  of  their  not  being  able  to  personally  be  present 
at  any  meeting. 

IV.  — There  shall  be  only  one  member  from  each  state. 

V.  —  The  officers  shall  be  a  president,  vice-president,  secretary,  and  an 
executive  commiMee  of  five,  or  which  the  president  and  secretary  shall  be 
members  «;»  officio;  and  all  shall  be  chosen  by  ballot  at  eacn  annual 
meeting,  and  hold  office  until  others  are  elected. 

VI.  — It  shall  be  the  duty  of  the  president  to  preside  at  all  meetings  of 
the  convention;  or,  in  case  of  his  absence,  such  duty  shall  devolve  upon 
the  vice-president. 

It  shall  be  the  duty  of  the  secretary  to  keep  the  records  of  the  conven- 
tion, conduct  its  correspondence,  supervise  the  printing  of  its  proceedings, 
and,  generally,  to  attend  to  and  promote  the  interests  of  a  more  efficient 
and  uniform  system  of  governmental  insurance  supervision  in  the 
United  States.  The  secretary  shall  devote  himself  to  these  matters  in 
the  interim  between  the  annual  sessions  of  the  convention,  and  receive 
an  annual  salary,  to  be  fixed  by  the  executive  committee. 

The  executive  committee  shall  have  the  general  oversight  and  direction 
of  affairs,  and  shall  make  proper  general  arrangements  for  facilitating 
the  work  of  the  convention;  and,  in  case  of  a  vacancy  in  the  offices  of 
president  and  vice-president,  shall  elect  a  temporary  president.    . 

VII.  — The  annual  meeting  shall  be  held  in  the  city  of  New  York,  on 
the  third  Wednesday  of  May. 

VTII.  — The  general  rules  for  the  government  of  the  association  at  its 
meetings  shall  be  those  ordinarily  adopted  by  deliberative  assemblies, 
and  each  state  and  district  shall  have  one  vote. 

IX.  — These  rules  maybe  amended  or  annulled,  and  new  ones  adopted, 
at  any  meeting  of  the  convention. 

On  motion  of  Mr.  A.  F.  Harvey,  of  Missouri,  the  report  was 
laid  on  the  table,  and  ordered  to  be  taken  up  for  consideration 
immediately  on  the  disposal  of  the  question  of  valuation. 
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Mr.  A.  F.  Harvey;  I  desire  to  present  a  telegram  which  will  not 
Interfere  with  the  business  at  all  events : 

*'  St.  Louis,  Oct,  24. 
I   am  authorized  to  request  that  the  next  session  of  the  insurance 
convention  be  held  in  the  city  of  St.  Louis. 

(Signed)  Wyllis  King, 

of  the  Insurance  Department. 

The  PRBSIBKIIT  :    Is  the  committee  on  interest  ready  to  report? 

Mr.  Fackler,  special  delegate  for  Tennessee,  then  presented 
the  fbUowing  report : 

RspoRT  OF  Committer  on  Rate  of  Interest  Realized  by  Ajibr- 

icAN  Life  Companies. 

Mr.  President  and  Gentlemen:  Your  committee,  appointed  to 
ascertain  the  rate  of  interest  realized  by  American  life  insurance,  during 
the  year  1870,  respectfully  report  as  follows : 

They  were  conscious  of  the  importance  of  their  task,  believing  that, 
unless  the  convention  can  agree  as  to  the  interest  received  in  the  fast^ 
there  is  no  hope  of  agreeing  as  to  what  rate  will  be  safe  to  assume  for 
ih€  Juturt  —  and,  endeavored  neither  to  understate  nor  overstate  the 
facts,  though  taking  care  that  the  error,  if  any,  shall  be  in  understating 
them. 

Taking  the  new  Massachusetts  insurance  report  as  a  guide,  your  com« 
mittee  find  that  the  interest  actually  received  by  the  companies  cfoing  busi- 
ness in  Massachusetts  during  1870,  was  (pp.  28  and  261)  -  -  -  $12,414,073 
Of  this  sum,  a  large  amount  accrued  during  1869,  and 
should,  therefore,  be  deducted ;  from  the  report 
for  the  year  1869,  we  find  this  amount  to  be  -----  -   19396,985 

Leaving  --------------  $11,017,088 

On  the  other  hand,  a  laree  amount  was  accrued  on  Dec. 
31,  1870,  and  should  really  be  included  as  a  receipt 
—viz. $3,170,606 

To  this  should  be  added  the  rents  received  on  real  estate  investments, 
but  it  was  found  that  of  the  $960,000,  reported  under  this  head,  less  than 
$200,000  were  really  rent,  many  foreign  items  having  been  included  by 
some  companies;  as  this  $200,000  might  include  amounts  received  for 
sub-leases  and  should  be  diminished  by  the  cost  of  repairs,  and  would 
moreover  afiect  the  question  at  issue  less  than  one-tenth  of  one  per  cent, 
it  has  been  omitted  entirely. 

The  next  point  to  be  considered  is,  what  shall  be  taken  as  the  assets 
on  which  the  last  sum  is  the  interest.  Page  37,  Massachusetts  Report 
of  1 87 1,  shows  that  the 

Gross  assets,  December  31,  1869  were «. ..$222,615,786 

Gross  assets,  December  31,  1870  were ....    262,808,317 

$4S5»434»"3 
Adding,   and  dividing   by  two,  gives    the   average  gross 

assets  for  the  year  1870,  as $242,712,057 

It  would  be  incorrect  to  take  the  ratio  of  the  amount  of  interest  stated 

above,  to  this  sum ;  but  we  will,  nevertheless,  remark  that  such  rough 

calculation  would  make  the  rate  realized  over  5.8  per  cent. 

Your  committee  believe  that,  as  the  deferred  premiums  included  in  the 

gross  assets  have  interest  included  as  part  of  the  premium,  an  allowance 

should  be  made  therefor,  as  follows : 
These  deferred  premiums  are,  on  the  average,  due  about  six  months 

after  the  close  of  the  year — the  interest  for  that  time  being  added  to  the 
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premium.  The  interest  dn  the  whole  amount  being  paid  for  six  months 
1$  the  same  as  if  that  on  one-half  of  them  was  paid  for  a  year.  We, 
therefore,  deduct  from  the  gross  assets,  one-half  of  the  average  deferred 
premiums,  $4,483,717. 

Furthermore,  we  consider  that  as  the  unpaid  premiums  are  in  great 
measure  a  mere  credit  to  offset  a  corresponding  liability,  we  should, 
eidude  from  the  assets  on  which  interest  should  be  realized,  the  propor- 
tion of  unpaid  premiums  n€V€r  collected,  and  on  which  it  was  not  neces- 
sary that  the  company  should  earn  interest. 

From  the  manner  m  which  the  companies  report  their  business,  these 
unpaid  premiums  are  generally  from  two  to  three  months  over-due,  and 
jour  committee  believe  that  Ailly  one-half  of  them  are  never  collected, 
and  should,  therefore,  for  the  reason  just  stated,  not  be  considered  as 
assets  on  which  to  calculate  the  interest. 

One- half  of  the  average  unpaid  premium • $5*581,249 

One-half  of  the  average  deferred  premium Ar^Z^*J^l 

Sum   of  deductions $10,064,966 

These,  taken  from  the  average  gross  assets,  leave $333,647,091 

Comparing  this  with  the  total  interest,  gives  the  rate  of  almost  exactly 
six  and-one- tenth  per  cent. 

(Signed,)  D.  P.  Facklbr, 

W.  E.  Harvey, 
GusTAvus  W.  Smith. 
Mr.  W.  £.  Harvxy,  of  Illinois  :  I  hold  in  my  hand  a  telegram  received 
from  Mr.  Clarke  upon  the  subject  of  interest,  sent  since  he  went  home. 
It  is  as  follows  : 

"Boston,  Octoh€r2S^  187 1. 
"W.  E.  Harvey,  National  Insurance  Convention. 

**I  have  spent  several  hours  computing  another  average  interest,  this 
time  on  average  assets  at  the  middle  of  the  year. 

'*  After  eliminating  the  excess  of  market  values  reported  since  the 
annual  statement,  as  included  in  interest  accounts,  and  adjusting  similar 
improper  items,  I  find  the  average  interest  on  productive  assets  is  five 
and  6i.iooth8  per  cent,  and  on  gross  assets  ^yq  and  8.iooths  per  cent;  or 
only  about  2^.ioths  per  cent  on  each  over  my  computation  at  the  end  of 
the  year.  (Signed,)  Julius  L.  Clarke.'* 

On  motion  of  Mr.  Gaines,  of  Louisiana,  the  report  of  the 
committee  was  received,  and  the  committee  discharged. 

Mr.  Caldwell,  of  Indiana  :  As  I  notice  there  is  a  very  small 
attendance  this  morning,  I  will  take  the  liberty  of  saying  what  I  have  to 
say  upon  this  subject.  I  have  purposely  deferred  making  my  remarks 
upon  this  subject  from  the  fact  that  I  find  myself  differing  with  the 
greatest  number  of  members  of  the  convention,  and  also  with  those 
members  who  have  had  much  experience  and  are,  therefore,  more  likely 
to  be  capable  of  determining  this  question  than  myself.  I  have  refrained 
from  interposing  my  views  with  the  hope  that  the  learned  and  experienced 
gentlemen  who  have  given  us  their  views  would  convert  me  to  their 
ideas.  But  as  the  facts  developed  have  rather  confirmed  me,  I  now  hope 
to  convert  all  others  to  my  views. 

The  subject  presented  is  one  that 'divides  itself  into  two  parts:  the 
table  of  mortality  to  be  adopted  and  the  rate  of  interest  to  be  assumed 
in  computing  values. 

So  far  as  the  table  of  mortality  is  concerned,  I  find  among  the 
members  there  is  but  little  difference  of  opinion.  The  effect  the  adoption 
of  the  one  or  the  other  would  have  is  too  insignificant  to  deserve  a  very 
serious  consideration.    After  summing  up  all  that  has  been  said  in  favor 


of  the  one  or  the  other,  I  have  made  up  my  nrind  that  the  difference  Is 
simply  the  difference  betwixt  *'tweedle-dum  and  tweedle-dee."  And  as 
your  committee  have  reported  in  favor  of  the  adoption  of  the  American 
Experience  table  of  mortality,  I  have  made  up  my  mind  to  support  and 
vote  for  the  adoption  of  that  as  a  standard. 

So  far  as  the  rate  of  interest  to  be  assumed  is  concerned,  I  find  a  wide 
difference  of  opinion^rangin^  from  four  to  six  per  cent.  If  we  are  to 
arrive  at  an  intelligent  determmation  of  this  question,  we  must  not  ignore 
facts  in  the  past  and  in  the  present.  In  regard  to  the  past  I  will  simplj 
state  a  fact  which  none,  I  presume,  will  deny.  If  we  go  back  seventy 
years  we  shall  find  that  the  government  bonds  bearing  six  per  cent 
mterestwere  not  commanding  a  premium;  and  as  they  are  considered 
to  be  the  best  of  securities,  it  is  certainly  safe  to  assume  that  money  at 
that  far  distant  day  was  worth  more  than  six  per  cent.  In  1815  the 
government  effected  a  loan  with  bonds  bearing  six  per  cent,  which  were 
sold  in  the  mar^^et  at  from  80  to  88.  Certainly  it  cannot  be  doubted  that 
at  that  period  money  or  other  securities  was  worth  more  than  six  per 
cent.  In  18C5  when  the  country  was  in  a  state  of  great  prosperity,  at 
peace  with  ail  the  world,  offering  great  inducements  to  the  capitalists  of 
Europe  to  invest  their  money  here,  we  find  the  same  results.  We  find 
that  investments  made  on  the  other  side  in  stocks,  city  bonds,  or  first 
mortgage  railroad  bonds  of  the  leading  and  most  substantial  and  well 
established  railroads  of  the  country  all  selling  in  the  market,  when 
bearing  at  six  per  cent,  at  from  84  up  to  par. 

Certainly  it  cannot  be  said  that  interest  or  money  was  not  then  worth 
more  than  six  per  cent.     I  could  enumerate  the  exact  quotations  for 
many  leading  railroads,  for  many  leading  cities,  during  this  period,  but 
such  I   presume  to  be  unnecessary.      In  1862  the  government  again 
effected  a  loan — the  7  3-10,  that  were  afterwards  converted  into  5-20  six 
per  cent  gold-bearing  bonds.     And  it  will  be  recollected  in  this  connec- 
tion that  the  gentleman  from  Maine  (Mr.  Paine)  and  others  asserted 
that  the  interest  realized  then  was  one  safe  guide  to  govern  us,  from  the 
fact  that  the  lender  took  the  risks  of  war  and  was  uncertain  whether  he 
would  get  payment  for  his  bonds  or  not.     Such  an  idea  as  that  is  indeed 
far-fetched.     Admitting  the  worst  of  results — admitting  that  the  rebellion 
which  then  existed  against  the  government  could  have  succeeded,  and 
established  a  separate  confederate    government   upon   this   continent* 
would  not  the  United  States  yet  have  been  great  and  powerful?     Would 
she  not  have  had  vast  territories  extending  to  the  Pacific?  and  would  not 
her  obligations  yet  have  been  good?    But  another  important  point  in 
this  connection,  which  the  gentleman  lost  sight  of,  was  that  all  the  risks 
of  war,  all  the  doubt  as  to  the  ability  of  the  government  to  meet  the 
payment  of  its  obligations,  was   in  the   depreciation  of  the  bond — for 
gold  during  that  time  was  ranging  from  200  to  280;  and  hence  the  bonds 
were  depreciated  from  forty  to  sixty  per  cent.      This  was  the  margin 
that  covered  all  doubt  upon  the  securities ;  and  hence  it  was  quite  safe  to 
assume  that  money  (as  the  fact  was  well  known)  upon  all  other  securities 
was  worth  more  than   six  per  cent.    During  that  period  the  bonds  of 
every  New  England  state  bearing  six  per  cent  interest  were  only  bringing 
par  at  best,  and  some  of  them  were  below  par ;  while  mortgage  securities 
in   the   most  peaceful   localities  of  the  country  were  commanding  from 
eight  to  ten.     Surely  no  one  can  question  that  even  during  that  period — 
during  the  darkest  hours  of  the  country's  history — money  was  not  worth 
more  than  six  per  cent  I 

But  the  gentleman  ¥rill  tell  us  that  the  question  what  money  could  or 
can  be  loaned  at,  is  not  the  question,  but  what  it  can  be  compounded  at. 
Admit  it,  and  what  is  the  result?  Go  back  anin  into  the  past,  and 
take  the  history  of  those  institutions  which  make  it  a  business  of  com- 
pounding money  for  their  customers— the  savings  banks.    We  have  in 
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this  country  some  old  and  well  established  institutions  of  that  kind  in 
the  East — none,  I  presume,  in  the  West — none  that  I  know  of.  I  could 
name  the  Portland  savings  bank,  of  New  Hampshire;  the  Salem  and 
New  Bedford  savings  bank,  of  Massachusetts ;  the  Guardian  and  Port- 
land savings  bank,  of  Maine ;  the  Seaman's  saving  institution,  of  New 
York;  the  Pennsylvania  saving  institution,  of  Pennsylvania.  Some  of 
these  date  back  into  the  past  as  far  as  the  year  1818.  The  results  of 
investments  in  these  institutions  are  valuable  and  worth  considering, 
and  what  do  they  show?  They  show  us,  sir,  that  from  ten  to  fifty  years 
they  have  compounded  to  their  patrons  at  six  per  cent,  and  this  too  after 
paying  all  the  expenses  of  management,  dividends  to  stockholders,  etc. 

The  President  :  Of  stock? 

Mr.  Caldwsu.  :  In  sonie  instances.  I  do  not  know  that  it  is  so  in  all. 
In  some  instances  savings  banks  are  incorporated  as  regular  stock  insti- 
tutions. But  I  take  it  that  if  these  corporations  can  accomplish  such 
results  in  that  section  of  the  country,  where  interest  is  assumed  to  be 
much  lower  than  it  is  North  or  West^if  those  institutions,  located  at  the 
great  money  centres  of  the  country  can  produce  such  favorable  results 
to  their  customers  and  patrons,  it  is  certainly  safe  to  assume  that  life 
assurance  companies  ought  to  do  better,  when  they  have  a  more 
extended  business,  and  a  loading  out  of  which  expenses  are  to  be  paid, 
and  not  out  of  the  next  premiums  at  all. 

But  let  us  see  what  life  insurance  companies  have  been  doing,  and  I  do 
not  admit  that  results  from  such  a  source  are  a  safe  guide,  For  if,  as 
some  have  asserted,  that  for  the  past  year  1870  life  insurance  companies 
have  not  realized  more  than  five  per  cent,  when  we  all  know  that  upon 
the  best  securities  upon  which  loans  can  possiblv  be  made,  they  could 
have  realized  from  eight  to  twelve,  I  say  the  fact  only  shows  that  there  was 
a  shameful  mismanagement  on  the  part  of  those  companies.  And  they 
demonstrate  that  under  such  circumstances  and  under  such  manage- 
ment life  insurance  is  a  poor  investment  indeed.  But  I  do  not  believe 
that  such  is  an  actual  fact.  The  report  of  the  committee  confirms  me  that 
it  is  not.  Now  I  do  not  propose  to  tell  '*  what  I  know  about  farming,'*  for 
it  has  nothing  to  do  with  this  question.  But  I  am  going  to  tell  what  I 
I  know  about  life  insurance.  Some  years  ago  I  had  the  honor  of  being 
an  agent  for  the  greatest  and  largest  life  insurance  company  upon  this 
continent.  I  was  furnished  the  facts  by  the  company  to  prove  that  they 
had  matured  endowments  ranging  from  ten  to  fifteen  years  where  they 
had  netted  more  than  six  per  cent  to  their  policyholders,  in  addition  to 
carrying  the  ordinary  stock  of  life  during  that  period.  If  this  company 
could  have  accomplished  such  results,  others,  equally  well  managed, 
could  have  accomplished  such  results ;  and  if  we  want  to  take  a  guide  or 
a  criterion  in  this  matter,  let  us  not  take  those  who  have  managed 
recklessly  and  badly,  and  throw  them  in  with  those  who  have  managed 
well — realized  well  from  their  investments ;  and  then  say  to  the  others. 
**  You  must  do  this  also." 

Surely,  Mr.  President  and  gentlemen  of  the  convention,  these  facts — 
not  assertions — do  go  to  prove  that  money  in  the  past  has  been  worth 
more  than  six  per  cent  interest 

And  now,  for  the  present,  upon  this  it  is  unnecessary  to  say  much.  It 
has  been  elaborated  too  extensively.  The  able  and  complete  report  of 
Mr.  Barnes  upon  that  subiect,  it  seems  to  me,  should  bring  conviction  to 
all.  It  is  not  a  question  K>r  mere  mathematicians  or  skilled  actuaries  to 
determine,  and  the  safest  guide  that  we  can  follow  in  this  matter  is  the 
opinion  of  financiers  and  practical  business  men,  not  only  in  our  section 
of  the  country  but  throughout  the  United  States.  The  report  of  Mr. 
Barnes  brings  to  us  just  that  information.  It  shows  us  that  the  legal 
rate  of  interest — the  legal  standard  in  every  state — is  six  per  cent 
minimum,  with  the  exception  of  Louisiana ;  and  in  every  single  case,  I 
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believe,  interest  is  legalised  and  made  lawfbl  from  seven  to  twelve  and 
higher.  In  the  state  of  Louisiana  the  minimum  is  fixed  at  five  per  cent, 
and  there  the  law  allows  a  man  to  charge  eight  per  cent  interest  and  to 
collect  it,  if  it  is  so  specified  in  the  bond ;  and  if  it  is  not  paid  on  maturity, 
the  law  allows  him  twelve  per  cent  until  it  is  paid.  So,  practical Ij,  I  sajr 
that  eight  per  cent  is  the  minimum  in  the  state  of  Louisiana,  because  we 
well  know  that  the  market  value  there  is  certainly  eight  per  cent  at 
minimum.  This  report  farther  contains  communications  from  some  or 
the  most  learned  and  practical  business  men  of  the  country  upon  this 
question  of  finance ;  and  I  have  not  heard  and  do  not  recollect  of  one 
single  instance  where  they  put  down  the  rate  of  interest — the  present 
market  rate — at  less  than  seven  and  eight  per  cent  upon  b€St  securities. 
The  same  information  was  contained  in  the  letters  read  by  our  secretary, 
from  various  business  men  and  financiers  through  the  country ;  and  when 
the  question  was  propounded  to  these  men  who  are  learned  in  this 
matter  of  finance,  who  had  made  it  a  study,  and  knew  more  in  a  minute 
in  regard  to  such  matters  than  mere  life  insurance  actuaries  could 
know  in  a  life-time — they  tell  us  that  they  see  nothing  in  the  future  that 
would  lead  them  to  presume  that  interest  m  this  country  would  fall  below 
a  standard  of  six  per  cent,  and  most  of  them  say  they  see  nothing  to 
change  it  materially  from  its  present  value. 

It  seems  to  me  that  these  facts  are  certainly  conclusive  as  to  the 
present.  As  to  the  future  no  man  can  tell,  but  we  judge  of  the  future 
Dy  the  past.  The  past  is  but  the  mirror  of  the  future.  History  repeats 
itself.  What  we  have  seen  in  the  past  we  are  likely  to  see  in  the  future. 
During  the  period  over  which  I  have  passed  we  have  had  in  this  country 
times  of  great  prosperity,  and  we  have  had  also  great  financial  crises 
with  their  attendant  disasters,  and  yet  the  results  summed  up  for  a  period 
of  seventy  years  will  show  that  six  per  cent  must  have  been  the  minimum 
as  regards  interest.  And  with  these  facts  of  the  past  and  these  facts  of 
the  present  before  us,  it  is  as  certa.nly  safe  as  anything  earthly  can  be, 
to  assume  that  the  future  will  produce  like  facts  and  results.  Mr. 
Hewitt,  the  gentleman  who  spoke  for  the  gentleman  from  Illinois  (Mr. 
W.  £.  Harvey),  with  great  emphasis  says :  "place  the  standard  at  low- 
water  mark,"  so  say  1.  But,  gentlemen,  I  say  be  careful  also  not  to 
place  it  clear  down,  underwater.  The  question  for  us  to  determine  is, 
where  is  low-water  mark ;  and  the  facts  which  I  have  here  given  lead 
me  to  presume  that  six  per  cent  is  the  low-water  mark.  For  I  tell  you, 
gentlemen,  if  you  closely  investigate  a'.i  the  facts  bearing  upon  this 
question,  you  cannot  help  but  realize  that  there  is  much  danger  in 
getting  it  too  low,  as  well  as  in  getting  it  too  high.  What  have  those 
who  advocate  a  low  standard  of  four  or  four  and-a-half  per  cent  brought 
forward  in  the  way  of  facts  or  arguments,  to  prove  that  it  is  not,8afe  to 
assume  that  a  higher  rate  can  be  realized.  There  are  but  two  points 
Uiat  strike  kne  as  leading  in  that  direction  at  all.  Mr.  Hewitt  analyzed 
seven  companies,  and  told  us  that  they  had  only  been  able  to  realize 
about  four  and-a-half  percent.  Mr.  Barnes  analyzed  some  'wenty*  and 
he  made  it  up  about  five  and  ninety-five  hundredths  per  cent.  I  believe 
that  is  correct. 

The  President  :  5.99. 

Mr.  Caldwell  :  Nearly  six  per  cent.  That  is  where  it  ought  to  be. 
Mr.  Clarke,  in  advocating  the  four  per  cent  standard,  analyzed  all  A 
them,  and  as  he  hal  modified  his  calculation,  he  now  tells  us  that  it  is 
about  five  per  cent  and  a  little  over. 

The  President  :  5.61. 

Mr.  Caldwell  :  It  ought  to  have  been  six ;  and  if  these  companies  had 
all  been  managed  prudently — if  they  had  not  allowed  too  much  money 
to  lie  without  producing  a  single  cent,  they  would  have  realized  more 
than  the  five  per  cent,  and  I  venture  to  say  that  many  of  them  did.     And 
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IlioM,  that  to  mam  them  up  !n  the  aggregate  !n  that  war,  !•  no  argument 
at  all  to  US  why  no  higher  rate  could  liave  heen  realizecf.  It  is  as  natura] 
at  anjrthing  can  be  that  amongst  so  many  companies  there  should  be 
Mine  badlj  managed ;  it  could  not  be  otherwise.  And  to  throw  those 
badlj-managed  ones  in  with  those  which  have  been  well  managed,  and 
tell  us  that  that  is  all  that  can  be  realized,  is  a  fallacy,  indeed. 

Another  point  upon  which  some  gentleman  lay  much  stress  was  that 
the  government  was  effecting  a  loan  at  the  present  time  at  the  low 
interest  of  Ave  per  cent,  and  they  even  went  so  far  as  lo  assert  that  it 
would  be  placed  at  four-and-a-half,  and  even  four.  I  do  not  think, 
Mr.  President  and  gentlemen  of  the  convention,  that  they  were  justified 
in  making  such  declarations,  for  such  is  not  the  fact. 

I  say,  if  every  single  dollar  should  be  taken  in  this  country  at  the  lowest 
nte,  iour  per  cent,  it  would  be  no  standard  of  value ;  it  would  not  be  a 
safe  rule  to  govern  us  as  to  what  was  the  value  of  interest  for  determining 
a  basis  for  valuation  of  life  policies,  for  we  all  know  that  securities  that 
are  as  good  as  government  bonds  or  anything  else,  can  be  negotiated  in 
all  parts  of  this  country  at  interest  ranging  from  eight  to  twelve  per  cent. 

Now,  what  is  the  practical  difference  between  a  low  and  a  high  per- 
centage in  valuations  r  Certainly,  it  is  not  a  question  of  security.  Security 
must  be  found  in  another  direction.  It  has  purified  some  of  the  present 
practices  of  life  insurance.  As  Professor  Wright  said,  a  question  of 
security  had  nothing  to  do  with  the  argument  at  all,  and  he  advocated  a 
three  per  cent  basis.  He  said  that  it  was  just  as  safe  to  assume  that  four 
percent  could  be  realized  as  three;  or  just  as  safe  to  assume  that  four 
and  a  half  or  five  per  cent  could  be  realized  as  four.  Hence,  it  is  cer- 
tainly not  a  question  of  security.  For  every  light  that  we  have  on  the 
subject  clearly  tells  us  that  it  is  safe  to  assume  that  a  higher  rate  even 
than  six  per  cent  can  be  realized,  and  has  been  realized  in  the  past.  But 
the  practical  difference  between  the  low  assumption  and  the  high  assump- 
tion is  this :  the  lower  you  take  the  basis  in  computing  your  reserve,  you 
are  necessarily  getting  your  premium  the  higher;  and  the  experience  of 
American  mutual  companies  in  this  country  shows  to  us,  and  they  tell  us 
every  day  through  the  public  documents,  that  they  return  to  the  policy- 
holders from  twenty-three  to  fifty  per  cent  of  that  premium  which  they 
charge  in  dividends.  It  is  nothing  more.  It  can  be  nothing  more  than 
a  return  of  the  over-charge,  less  the  expense  which  they  must  necessarily 
incur  in  getting  that  over-charge.  I  have  no  data  upon  which  I  could 
base  a  calculation  to  show  what  the  difference  would  be  in  the  cost  to 
the  policyholders,  but  it  must  be  great.  If,  for  instance,  yni\  would  take 
the  business  of  New  York  mutual  companies  alone,  take  the  premium 
paid,  which  amounts  to  over  ninety  millions;  if  that  premium  had  been 
baaed  upon  a  six  percent  assumption,  it  would  have  reduced  the  premium 
to  twenty- five  per  cent  instead  of  thirty-three  or  fifty,  ana  would  have 
made  a  difference  of  twenty-two  millions  and  upwards;  all  of  which  is 
certainly  so  much  over-charge  for  which  policyholders  must  pay,  so 
much  over-charge  taken  out  of  their  pockets,  kept  by  the  company  one 
Tear,  and  returned  to  them  at  the  end  of  the  year,  at  the  cost  ot  col- 
lection in  the  way  of  commission  to  agents,  in  the  way  of  taxes  assessed  by 
states,  etc  Assuming  that  that  cost  was  simply  ten  per  cent,  which  is  a 
very  low  estimate,  the  policyholders  would  have  lost  two  and  a  quarter 
millions  by  that  operation.  I  believe  that  the  true  road  to  safety,  which 
is  a  paramount  consideration  in  determining  this  question,  is  not  in  going 
down  to  a  percentage  of  interest  so  low  that  every  practical  business  man 
in  the  country  knows  that  twice  as  much  could  be  realized,  but  it  is  in 
compellinj^  every  company  by  legislation  to  have  in  their  reserve  nothing 
but  eligible,  available,  interest-producing  assets.  That  is  the  road  to 
security  for  policvholders.  That  is  what  we  seek.  Instead  of  having  a 
long  array  of  items  of  doubtful  value  and  producing  nothing,  prune  them 
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down  to  hard-pan,  and  you  will  give  policyholders  security.  And  if  it  is 
necessarjr  to  make  asBurance  doubljr  sure,  require  that  every  stock  com- 
pany shall  keep  intact,  unimpaired,  a  half  million  of  dollars  over  and 
above  that  reserve;  and  require  of  a  mutual  company  that  they  shall 
declare  no  dividends  until  the  surplus  arising  shall  produce  an  amount 
for  extraordinary  contingencies  equal  to  half  a  million  of  dollars,  and 
make  them  keep  that  intact,  unimpaired. 

This  is  my  opinion,  Mr.  Prehi dent  and  gentlemen  of  the  convention, 
why  I  believe  that  justice  and  fair  dealing  to  the  public  desiring  insurance 
in  this  country  require  that  a  higher  assumption  should  be  made  in 
fixing  valuations,  thus  producing  a  lower  premium,  and  that  we  gire 
them  the  safeguards  in  the  manner  which  I  have  described. 

[^ir.  Breese,  of  Wisconsin,  in  the  chair.] 

Mr.  GiLLsspiB,  of  Nebraska:  I  desire  the  indulgence  of  the  conven- 
tion for  a  short  time  to  introduce  Professor  Newton,  of  Yale  college,  who 
will  consume  a  portion  of  my  time. 

Professor  Newton  was  then  introduced,  and  spoke  as  follows : 

RxM ARKS  OF  H.  A.  Newton,  Profbssor  of  Mathbmatxcs  ux  Yai.x 

COLLBGB. 

I  assume,  gentlemen,  that  the  object  of  a  state  supervision,  in  the  main, 
is  limited  to  securing  the  policyholders,  to  guard  againRt  fraud  in  the 
management  of  companies ;  to  see  that  the  creatures  of  the  state — these 
insurance  corporations — shall  be  able  to  discharge  the  obligations  which 
they  undertake;  that  duty,  fairly  and  fully  performed,  is  about  the  limit 
to  which  it  is  desirable  K>r  legislation  lo  go.  Such  supervision,  then, 
should  cover  the  various  dant^ers  which  arise,  of  different  kinds  in  the 
management  of  companies.  They  should  see  that  the  premiums  that  are 
to  be  received  by  the  companies  should  be  sufficient  to  jufttify  the  promises 
made.  They  should  see  that  the  money  which  is  paid  m  and  which 
ought  to  be  reserved  is  carefully  and  fully  kept;  that  that  should  be  an 
ample  reserve,  and  that  the  assumptions  of  mortality  should  be  such  as 
shall  not  make  the  companies  unsafe;  that  these  several  dangers  should 
be  guarded  against,  each  by  its  own  particular  remedy.  You  cannot  put 
into  the  rate  of  interest  a  caution  against  bad  investments;  you  cannot 
put  into  the  rate  of  interest  a  caution  against  fraud.    Those  must  be 

fuarded  against  distinctly  by  an  examination  of  the  assets  of  a  company, 
t  is  not  desirable  to  put  into  the  rate  of  interest  and  to  consider  in  that 
question  what  is  the  best  reserve  for  a  company  to  make.  We  are  in  the 
situation  of  a  man  building  a  house  within  the  fire  limits.  It  may  be 
best  for  him  and  his  enterprise  and  all  concerned  that  it  be  a  brown  stone 
front;  but  if  he  builds  a  house  that  is  safe  to  his  neighbors,  does  not 
encroach  upon  their  rights,  and  is  entirely  safe ;  that  is  what  would  be 
properly  satisfactory  to  the  law.  So  with  a  company  that  is  not  safe. 
The  question  is  not  whether  it  is  best  for  a  company  to  keep  an  additional 
reserve.  The  question  with  respect  to  the  rate  of  interest  should  thus,  a« 
I  say,  entirely  be  separated  from  mortality. 

One  other  point.  An  increased  rate  of 'mortality — a  change  in  the  law 
of  mortality — maj  or  may  not  affect  the  reserve.  You  can  easily  frame 
a  law  of  mortality  that  shall  be  excessive  and  yet  require  almost  no 
reserve  at  all.  A  uniform  mortality  of  ten  per  cent,  for  instance,  will 
have  a  uniform  reserve  of  half  the  net  annual  premium ;  nothing  more 
and  nothing  less. 

You  cannot  confine  the  risk  arising  from  a  wrong  table  of  mortality 
with  the  risk  from  a  wrong  table  of  interest,  or  with  the  precaution  that  is 
needed  to  have  the  assets  invested.  You  must  put  into  the  rate  of 
interest  these  items :  it  must  be  a  rate  of  interest  that  can  be  sure  to  be 


195 

letHaed  upon  all  the  exhibited  assets  of  the  companj;  it  must  realiie,  in 
in  sddition  to  that,  such  proportion  of  the  expenses  of  ihe  company  as 
shall  pajr  for  the  management  of  the  vested  funds  of  the  company,  it 
must  realize  in  addition  to  that,  in  ordinary  times,  a  sum  sufficient  to 
cover  what  we  may  call  the  insurance  sum  invested.  You  all  know  that 
there  is  risk  on  the  best  loans,  and  the  actual  rate  that  is  assumed  must 
be  enough  to  accumulate  a  re-insurance  reserve,  so  to  speak,  against 
the  risks  of  losses  in  investment.  It  is  not  desirable,  it  seems  to  me,  to  go 
beyond  that,  for  in  so  doing  we  shut  out  certain  kinds  of  companies  that 
may  be  perfectly  safe — that  may  furnish  a  low  rate  of  premiums,  and  do 
good  business  to  the  community.  We  interfere  with  tne  healthful  devel- 
opment of  the  business. 

Now  the  question  is,  what  rate  of  per  cent  will  cover  the  various  con- 
tingencies that  ought  to  be  charged  to  the  credit  of  interest  alone.  On 
that  point  I  must  defer  much  to  the  opinion  of  practical  financiers.  It  is 
not  an  actuarial  question  so  much  as  a  business  question.  I  would 
merely  say  that  my  own  opinion  is  that  four-and-a-half  per  cent  is  not 
below  a  line  of  safety;  that  a  four-and-a-half  per  cent  reserve  will  cover 
all  the  risks  which  are  properly  chargeable  to  the  interest.  It  will  not 
guard  against  fraud  in  the  management  of  companies ;  nor  will  four  per 
cent  It  will  not  guard  against  incompetency  of  companies ;  nor  will  any 
per  cent.  But  in  ordinary  companies — companies  managed  with  ordi- 
nary prudence — that,  it  seems  to  me,  ought  to  cover  it.  I  express  that 
opinion  as  being  outside  of  my  particular  province  in  business. 

I  thank  you,  gentlemen,  for  your  kind  attention. 

Rbmarks  of  Mr.  Pillsbury,  of  Nbw  Hampshirz. 

Mr.  P11.L8BURY  said :  I  am  in  favor,  sir,  of  the  broadest  discussion  upon 
all  subjects  of  importance.  I  am  also  in  favor,  decidedly  in  favor,  of  lis- 
tening instead  of  speaking,  as  I  have  certainly  proved  by  my  course 
during  the  sittings  of  this  convention.  I  regretted  the  seeming  necessity 
at  the  outset  of  placing  an^  limit  upon  the  discussion  of  this  subject, 
fearing  that  some  person  might  turn  away  saying  that  he  had  not  had  a 
fair  opportunity  for  the  expression  of  his  views.  But  the  discussion  has 
taken  so  exceedingly  wide  a  range  that  I  think  all  complaints  of  this 
kind  are  certainly  precluded. 

As  a  member  of  the  committee,  I  have  chosen  to  listen.  The  committee 
to  whom  the  subject  under  consideration  was  referred,  were  aware  that 
the  topics  referred  to  them  were  of  the  gravest  importance,  constituting, 
as  they  do,  the  basis  of  the  most  gigantic  moneyed  institution  of  modern 
times.  Hence,  we  did  not  jump  at  conclusions.  We  immediately  set 
ourselves  at  work,  not  only  to  compare  our  own  views,  but  to  digest  the 
views  of  the  many  able  gentlemen  who  expressed  their  opinions  at  the 
Mav  session  of  this  convention,  and  which  expressions  were  published 
with  the  proceedings  of  this  convention.  And  we  also  extended  our 
inquiries  beyond  this  subject,  endeavoring  to  avail  ourselves  of  every 
possible  source  of  information  that  could  enable  us  to  form  a  correct 
judgment  in  relation  to  the  matters  committed  to  our  consideration. 

The  table  of  mortality  first  demanded  our  attention.  Upon  this  sub- 
ject I  do  not  presume  to  speak  very  intelligently,  but,  as  a  member  of  the 
committee,  I  may  say  we  had  great  confidence  in  the  integrity  and  ability 
of  the  gentlemen  who  mainly  constructed  the  table  which  we  finally  saw 
fit  to  recommend.  It  has  been  said  that  this  is  formed  upon  the  basis  of 
a  single  company,  but  we  were  also  aware  of  the  fact  that  this  table  had 
been  submitted  to  the  criticism  of  mosf  of  the  eminent  actuaries  of  Eng- 
land, and  that  it  had  borne  the  test  and  had  been  commended  by  those 
actuaries.  We  were  aware,  also,  that  the  experience  of  this  single  com- 
pany in  this  country,  from  year  to  year,  verified  the  correctness  or  the 
safety  of  that  table,  to  say  the  least,  and  that  it  had  also  been  tested  by 


the  experience  of  a  Targe  number  of  other  companies  in  this  covntrf,  and, 
so  far  as  we  know,  the  uniform  testimony  has  been  that  it  is  entirely 
within  the  limits  of  safety.  Even  Professor  Wright  himself  remarked 
that  if  the  table  had  been  in  existence  when  he  conbtructed  his  tables,  he 
should  have  made  use  of  it  In  view  of  all  these  considerations,  the 
committee  saw  fit  to  recommend  the  American  Experience  table. 

The  next  question  for  their  consideration  was,  what  rate  of  interest  is 
capital  likely  to  earn  in  this  country  for  a  long  course  of  years.  Upon  this 
subject  they  not  only  consulted  the  views  expressed  by  various  gentlemen 
at  the  May  session  of  the  convention,  but  they  also  have  sought  informa- 
tion from  insurance  companies,  and  actuaries,  and  gentlemen  who  have 
given  attention  to  this  subject;  also,  from  the  mo^t  distinguished  finan- 
ciers, whose  views  could  be  obtained.  And  while  the  expression  of 
opinions  has  been  somewhat  varied,  perhaps,  ranging  from  dve  in  the 
main  to  eight  per  cent,  the  very  strong  preponderance  has  been  in  favor 
of  about  six  per  cent,  as  a  safe  assumption  for  the  future.  Taking  this 
as  a  safe  assumption,  it  then  became  necessary  to  consider  what  rate  it 
would  be  safe  to  adopt  as  a  standard  of  interest  in  the  creation  of  a  trust- 
fund,  or  reserve  which  life  insurance  companies  should  be  compelled  to 
hold,  in  order  to  enable  them  to  fulfil  their  contracts  at  maturity.  Upon 
this  question  also  the  committee  have  sought  the  views  of  various  gentle* 
men  who  have  given  attention  to  the  subject,  particularly  prominent  insui^ 
ance  companies,  actuaries,  and  gentlemen  not  perhaps  now  directly 
interested  in  insurance  matters,  but  who  may  have  given  much  attention 
to  this  subject.  And  while  the  opinions  have-  been  somewhat  diverse, 
varying  from  three  to  six  per  cent,  the  strong  preponderance  of  testimony 
has  been  in  the  neighborhood  of  four  and  four-and-a-half  per  cent.  After 
very  deliberately  comparing  all  these  views,  the  committee  finally  came 
to  the  conclusion  that  a  four«and-a-half  per  cent  standard  would  be  in  all 
probability  absolutely  safe  to  recommend  for  universal  adoption  by  the 
msurance  compt  nies  in  this  country.  They  are  aware  that  whatever 
standard  of  reserve  may  be  adopted,  very  much  must  and  will  depend 
upon  the  character  of  the  assets  admitted  to  make  up  this  reserve.  Thej 
also  took  into  consideration  that  a  four  per  cent  reserve  by  a  very  large 
number  of  companies  doing  business,  also  by  the  policyholders  of  those 
companies,  would  be  unnecessarily  severe,  and,  as  a  result,  the  tendency 
would  inevitably  be  to  admit  assets  to  make  up  this  unn necessarily  severe 
reserve  of  a  questionable  character;  while,  if  the  convention  should  see 
fit  to  adopt  a  four*and-a-half  per  cent  standard,  with  the  understanding 
that  this  is  about  as  near  the  line  as  it  is  safe  to  go,  that  it  would  have  a 
tendency  to  promote  the  closest  scrutiny  in  regard  to  the  character  of 
assets,  and  that  they  would  finally  become  of  a  more  solid  character.  In 
view  of  this,  for  myself,  I  do  not  hesitate  to  express  the  opinion  that  the 
adoption  of  a  four-and-a-half  per  cent  standard  will  practically  be  found 
to  be  quite  as  safe  as  would  the  adoption  of  a  four  per  cent  standard. 

There  is  still  another  view  to  be  taken  into  consideration.  If  a  four 
per  cent  standard  should  be  adopted  by  this  convention,  it  is  believed 
that  this  will  not  quiet  agitation  upon  this  subject,  but  would  rather  be  a 
signal  for  the  continuous  agitation  of  this  question.  While,  on  the  other 
hand,  if  the  convention  should  see  fit  to  adopt  a  four-and-a-half  per  cent 
standard,  it  would  in  all  probability  settle  the  agitation  on  this  question 
for  at  least  twenty- five  y^ears  to  come,  and  insurance  companies  might  go 
on  with  their  business  without  embarrassment,  and  without  fear  that  »ome 
new  standarci  might  be  sprung  upon  them  without  suflicient  notice  to 
prepare  for  it.  This  I  regard  as  a  very  important  consideration — the 
settling  of  this  question  so  far  as  is  possible  for  the  future.  Should  the 
state  of  Massachusetts,  for  whose  commissioner  and  laws  we  certainly  all 
cherish  the  profoundest  respect,  see  fit  to  adhere  to  their  "four 
per  cent  standard,  it  will  not  necessarily  create  any  embarrassment,  and 
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thej  might  do  bo.  But,  should  a  four-and-a-half  per  cent  standard  be 
here  recommended  by  this  convention  with  tolerable  unanimity.  1  have  no 
doubt  that  the  states  yt  t  to  legislate  upon  the  subject  will  unanimouslv,  or 
ytry  nearly  so,  to  say  the  least,  acquiesce  in  such  recommendation,  which 
would  certainly  have  a  tendency  to  give  permanency  to  four-and-a-half' 
per  cent  as  a  standard. 

I  trust  the  convention  will  pardon  me,  Mr.  President,  for  my  allusions 
to  the  report  as  a  member  of  the  committee.  I  need  not  say  that  the 
report  is  lengthy ;  it  is  also  somewhat  elementary  in  its  character,  begin- 
ning at  first  principles  and  proceeding  step  by  step,  I  will  not  say  to  the 
end  of  the  road,  but  I  may  say  as  far  as  the  road  has  been  thoroughly 
worked.  And  for  any  individual  not  properly  versed  in  the  science  of 
insurance  calculations  to  commence  the  reading  of  the  report  in  the 
middle,  will  be  as  uninteresting  and  as  unprofitable  as  it  would  be  to  set  a 
pupil  to  work  on  quadratic  equations  who  had  never  learned  to  divide 
and  multiply.  We  wish  this  matter  to  be  distinctly  understood,  that 
the  report  may  be  described  to  be  a  complete  chain,  irom  which  no  link 
could  be  struck  without  impairing  its  unity.  We,  of  course,  as  a  com- 
mittee are  not  insensible  to  the  many  complimentary  words  that  have 
been  spoken  in  relation  to  the  report.  We  are  equally*  gratified  with 
every  fair  criticism  that  has  been  offered.  We  invited  criticism.  We  have 
no  pride  of  opinion  in  relation  this  matter.  We  only  desire  the  dissemi- 
nstion  ot  correct  information  in  relation  to  the  principles  of  this  gigantic 
institution,  in  which  thousands  and  millions  of  the  future  widows  and 
orphans  of  this  country  have  a  most  vital  interest.  If,  therefore,  any 
assumptions  are  improperly  made,  or  the  committee's  conclusions  are 
erroneous,  none  will  rejoice  more  to  have  them  point  it  out  and  cor- 
rected, than  will  your  committee. 

The  first  extended  criticism  in  order,  I  think,  was  the  paper  offered  by 
the  very  learned  Professor  McCay.  And  I  must  be  permitted  to  say  that 
if  your  committee  have  been  as  unfortunate  in  their  assumptions  and 
conclusions  as  the  learned  professor  has  been  in  apprehending  the 
meaning  and  intention  of  the  committee,  the  report  must  be  of  very 
little  value.  The  professor  makes  us  say,  in  the  first  paragraph  of  his 
paper,  *'  maintain  intact  the  legal  standaid  of  safety  or  cease  to  do  busi- 
ness." This  we  admit  we  do  say  in  the  report.  But  we  did  not  by  any 
means  intend  to  be  understood  as  meaning,  what  he  would  make  us  say : 
that  the  company  is  bankrupt,  and  should  be  immediately  dissolved,  but 
simply  to  say  that  if  a  company  is  not  sound  upon  the  legal  standard, 
whatever  may  be  the  table  of  mortality  and  rate  of  interest,  that  it 
should  cease  to  issue  new  policies.  The  supposition  is  that  some  other  test 
may  thus  be  applied.  We  did  not  intend  to  say,  that  which  the  learned 
gentleman  makes  us  say  in  another  place,  that  such  a  company — a  com- 
paivy  failing  when  the  stancfard  test  of  net  values  is  applied — failing  to  hold 
sufficient  reserve,  should  be  declared  bankrupt.  Ttie  learned  professor, 
also,  after  assuming  that  the  «7eight  of  testimony  is  in  favor  of  six  per 
cent  as  what  csjiif'Sl  is  likely  to  earn  in  the  future,  which  we  admit  that 
we  assume  ourselves,  undertakes  to  find  lault  with  the  report,  or  to  criti- 
cise the  report  for  the  reason  that  a  standard  of  reserve  was  not  recom- 
mended equal  to  that  rate  of  interest.  Well,  does  any  gentleman 
presume  that  the  learned  Professor  McCay  himself,  if  charged  with  the 
duty  of  recommending  a  safe  legal  standard  to  be  adopted  for  a  long 
course  of  years  to  come,  would  adopt  a  rate  of  one  per  cent  which  he 
assumes  to  be  the  sum  which  capital  is  likely  to  earn,  in  view  of  all  the 
delays  and  vicissitudes  attendant  upon  the  investment  of  capital?  Cer- 
tainly, he  would  not  recommend  any  such  standard,  nor  would  any  irentle- 
man  of  ordinary  prudence.  Farther  along  in  the  paper,  the  gentleman 
assumes  what  was  certainly  the  farthest  from  our  intention,  acd  I  will 
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read  a  few  paragraphs  with  your  permission.  Afler  speaking  of  the 
table  of  mortality,  he  says 

Beside  these  serious  defects  «n  the  standard,  the  committee  recommend 
that  deferred  premiums  and  premiums  on  policies  not  known,  to  be  paid 
for,  and  renewal  premiums  not  yet  reported,  should  be  excluded  from 
the  credits  of  a  company. 

Now,  nothing  is  said  about  excluding  these  items  from  the  liabilities, 
and  if  they  are  excluded,  the  debit  and  credit  side.beine  both  diminished 
alike,  the  result  will  be  the  same.  But  if  they  are  to  oe  excluded  from 
the  credit  side,  and  not  the  debits,  then  the  grossest  injustice  will  be  done 
to  the  companies. 

Now,  I  submit,  Mr.  President,  that  the  gentleman's  assumption  was 
entirely  against  all  probabilities.  We  did  intend  if  we  struck  from  the 
assets  the  deferred  premiums  from  the  credits  of  the  company,  to  strike 
the  same  amount  from  the  liabilities  of  the  company.  And  I  think 
this  could  be  the  only  fair  presumption.  It  is  true  they  did  not  say  so, 
neither  did  we  say  that  two  and  two  make  four,  or  three  and  two  make 
fire.  Now  it  appears  to  me  that,  inasmuch  as  the  gentleman's  remarks 
are  mainly  confined  to  these  two  misapprehensions  of  what  the  com- 
mittee meant  to  express,  the  criticism  is  very  much  like  erecting  a 
man  of  straw  to  show  one's  prowess  in  battering  it  down.  If  you  elimi- 
nate from  the  remarks  in  the  criticism,  all  that  is  based  upon  these  two 
erroneous  assumptions,  or  misapprehensions,  to  draw  it  more  mild,  I 
submit  that  the  criticism  has  not  force  enough  \e(t  in  it  to  stand  alone. 

Professor  McKay  is,  doubtless,  the  advocate  of  stock  companies.  We 
have  nothing  to  say  against  this  class  of  companies.  The  report 
expressly  says:  '*Your  committee  do  not  wish  to  be  understood  as 
arguing  against  the  establishment  of  stock,  or  proprietary,  companies." 
Speaking  for  myself,  I  desire  to  see  this  class  of  companies  greatly 
increased,  backed  by  heavy  capital,  which  will  be  a  guarantee  for  the 
most  rigid  and  economical  management.  This  kind  of  insurance  works 
well  in  the  fire  department,  and  I  see  no  reason  why  it  will  not  in  the 
life  department.  It  is  certainly  plain  and  simple.  So  much  insurance, 
for  so  much  money  paid.  There  are  no  mystifying  contingencies,  nor 
illusory  promises  connected  with  the  transaction.  I  have  cherished  the 
hope  tnat  the  establishment  of  such  companies  would  reduce  the  cost  of 
life  insurance  generally,  by  inducin^^  and  compelling  a  more  economical 
system  of  transacting  the  whole  business.  I  have  seen  no  plan  as  yet, 
for  an  exceptional  standard  of  reserve  in  their  favor,  free  from  objection. 

Other  criticisms  have  been  offered.  Exceptions  have  been  taken  to  our 
allusion  to  the  subject,  by  other  gentlemen  —  Mr.  Jones,  in  particular  — 
on  account  of  our  allusion  to  the  subject  of  deferred  premiums.  Our 
intention  in  making  this  allusion  was  to  call  attention  to  the  fact  that, 
in  the  matter  of  net  calculations  and  net  values,  we  are  not  called  upon 
to  take  into  consideration  the  sentiment  of  that  question,  and,  also,  to 
note  the  fact  that  all  tables  are  yearly  tables,  and  that  all  rates  are 
yearly  rates ;  and  we  proposed  simply  to  apply  the  test  of  net  valuation, 
and  not  calculation,  to  this  principle;  or,  rather,  to  make  companies 
practice  what  they  profess  in  theory,  that  is,  to  receive  payments  in 
advance.  This  matter  of  deferred  premiums  does  not,  as  we.  look  at  it, 
belong  to  the  question  of  net  calculation,  but  is  an  arrangement  that  has 
been  entered  into  between  insurance  companies  and  policyholders,  by 
which  the  policyholders  are  cheated,  nine  times  out  of  ten,  in  which  they 
are  beaten,  to  use  a  milder  word,  nineteen  times  out  of  twenty,  if  not 
ninety-nine  times  out  of  a  hundred.  They  are  beaten  by  being  required 
to  pay  extra  interest  upon  deferred  premiums.  They  are  also  beaten  by 
having  the  amount  of  insurance  for  which  they  have  bargained  reduced, 
while  the  company  win  by  receiving  this  extra  interest,  and  also  reducing 
the  amount  of  their  liability.     For  instance,  on  an  annual  premium  of 
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one  hundred  dollars,  if  a  policjholder  Met  fit  to  pay  a  quarterly  preiniumy 
he  is  charged  interest  upon  the  remaining  three- fourths,  as  I  understand 
it  I  understand  this  is  the  general  practice,  and  that  in  case  he  dies 
during  this  quarter,  the  sum  which  his  heirs  will  receive  will  have  to  be 
diminished  bv  these  remaining  three-fourths  of  unpaid  premium,  and 
interest  added  thereto.  Now,  fthink  it  is  fair  to  presume  that  policy- 
holders do  not  generally  understand  the  effect  of  this  arrangement;  but 
I  will  not  dwell  upon  it,  however,  as  it  is  not  absolutely  within  the  scope 
of  matters  committed  to  this  committee. 

As  to  the  criiicism  that  has  been  made  on  account  of  the  allusion  to 
surrender  charge,  and,  consequently,  surrender  value,  1  can  only  say 
that  that  subject  was  not  a  proper  subject  for  the  committee  to  decide,  and 
they  did  not  attempt  to  decide  it,  but  simply  to  apply  the  rule  of  net 
calculations  to  the  subject;  and,  upon  that  principle,  they  believe  it  a 
question  of  very  easy  solution — that  it  will  inevitably  be  as  unmistakable 
as  the  revolutions  of  the  earth.  But,  when  you  attempt  to  attach  to  it 
loading  and  gross  premiums,  the  committee  have  nothing  to  say  about 
it  This  18  a  matter  of  trade  between  the  policyholder  and  the  company, 
and  is  not  aproper  subject  for  the  committee  on  net  values  to  consider. 

Several  efforts  have  also  been  made  to  attach  to  this  report— and  there 
is  an  amendment  to  this  effect  pending — the  subject  of  gross  valuations 
as  a  test  of  solvency.  I  might  first  say,  perhaps,  that  the  recommenda- 
tion of  the  committee  in  regard  to  net  valuation  as  a  test  of  solvency  has 
been  considerably  criticised.  But  I  believe  in  all  these  criticisms  no 
gentleman  has  undertaken  to  say  that  a  company  passing  this  test  is  not 
solvent  absolutely,  and  safe.  And  to  this  view  of  matters  your  com- 
mittee endeavored  to  confine  themselves.  They  did  not  consider  that 
a  committee  upon  net  values  were  called  upon  to  consider  the  question 
of  a  gross  valuation,  but  rather  to  recommend  a  standard  of  absolute 
safety.  Not  b^  any  means  that  the  committee  would  object  to  the  test  of 
a  ^oss  valuation  in  exceptional  cases,  but  they  do  not  wish  to  be  com- 
mitted to  it  as  a  recommendation  for  universal  adoption.  As  I  under- 
stand the  matter,  if  vou  adopt  a  gross  valuation  as  a  test  of  solvency,  you 
are  to  assume  that  fifteen  per  cent  is  a  proper  estimate  for  expenses. 
But,  as  I  understand  the  matter,  if  the  expenses  exceed  this  amount,  your 
test  at  once  falls  to  the  ground.  You  also  assume  that  the  first  policy- 
holders of  a  company  are  to  remain  in  the  company,  and  to  pay  the 
future  loaded  premiums  of  the  company,  but  in  case  they  do  not  see  fit  to 
remain,  or  in  case  these  premiums  are  not  paid,  your  test  also  falls  to  the 
ground.  It  also  assumes  that  the  policyholders  of  a  company  are  to 
remain  and  go  on,  and  continue  paying  premiums  as  they  become  due, 
but  in  case  they  do  not  see  fit  to  remain,  in  case  the  policies  lapse,  your 
assumption  fails  there,  and  your  test  falls  to  the  ground.  Now,  a  com- 
mittee charged  with  the  duty  of  recommending  a  safe  standard  of  valua- 
tion, did  not  feel  at  liberty  to  enter  into  this  field  of  guess-work — this 
field  of  naked  assumptions — while,  at  the  same  time,  they  will  not  object 
to  its  being  applied  as  a  test  in  exceptional  cases.  And  if  upon 
examination  of  a  company  it  is  found  that  all  the  probabilities  are  in 
favor  of  the  company,  they  think  it  should  be  allowed  to  paddle  along, 
and  recuperate  itself  if  it  has  the  recuperative  power;  but  they  do  not 
wish  to  be  committed  to  this  test  as  a  standard  for  universal  adoption. 

I  have,  Mr.  President,  given  considerable  thought  and  time  to  the  report 
myself;  but,  sir,  I  should  not  presume  to  speak  of  it,  if  it  did  not  bear  the 
impress  of  a  hand  much  abler  than  mine.  When  a  gentleman,  who  cer- 
tainly will  not  suffer  by  comparison  in  point  of  ability,  education,  and 
knowledge  of  insurance  matters,  with  any  other  gentleman,  sees  fit  to 
devote  months  of  voluntary  labor  without  hope  of  reward,  in  an  effort  to 
reduce  the  science  which  has  heretofore  been  considered  beyond  the 
comprehension  of  the  co  mmoherd — to  reduce  it  to  the  comprehension. 
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of  ordinary  intelligent  men  and  women,  I  submit  that  it  was  not  in  good 
taste  for  a  gentleman  accredited  to  this  convention,  in  allusion  to  it,  to 
talk  about  sending  waste  paper  abroad  over  the  country;  and,  without 
intending  disrepect  to  that  gentlemen,  I  venture  to  say  that  he  has  here- 
tofore given  his  attention  mainly  to  other  subjects  than  tfajit  of  life  insur- 
ance calculations.  ^ 

It  has  been  the  object  of  the  chairman  of  the  committee — the  writer  of 
this  report — to  divest  this  great  question  of  life  insurance  of  all  the  z'a, 
plus  y*s,  curves,  crochets,  vincula,  and  mysterious  aphereses 
embracing  the  whole  catalogue  of  incomprehensible  actuarial -scarecrows 
[Laughter],  and  to  bring  it  down  to  the  comprehension  of  intelligent 
men  and  women  of  this  country,  within  the  comprehension  of  men  and 
women  of  ordinary  ability,  who  possess  a  tolerable  knowledge  of  common 
arithmetic.  And  1  think,  sir,  that  he  has  rendered  a  great  service,  not 
only  to  insurance  companies,  but  to  the  people  of  this  country,  in  his 
effort.  Now,  let  the  actuaries  join  with  him  in  a  similar  effort  to  brings 
this  whole  subject  within  the  comprehension  of  the  common  people,  and 
I  think  that  life  insurance  will  stand  upon  a  broader  and  firmer  basis  in 
this  country  than  it  has  ever  stood  before.  It  is  not  to  b^  presumed  that 
a  moneyed  institution  which  promises  in  the  future  to  wield  more  capital 
than  the  government  itself,  is  to  thrive  and  flourish  upon  the  ignorance  or 
the  people.  It  is  necessary,  in  order  to  the  permanence  of  the  institution,, 
and  that  its  benefits  may  be  widely  disseminated,  that  it  should  be  under^ 
stood  by  ordinary  intelligent  business  men.  And  I  believe  that  the 
writer  of  this  report  has  conferred  a  great  benefit  upon  the  country,  and 
that  a  still  greater  benefit  would  be  conferred  could  this  report  be  scat- 
tered throughout  the  country,  as  plentifully  as  the  fallen  leaves  of  autumn 
[Applause]. 

Mr.  MiLLBRf  of  New  York :  Mr.  Chairman,  the  hour  for  taking  a  recess 
has  arrived,  but  I  beg  to  move  that  we  dispense  with  a  recess  this  day, 
for  this  reason  :  there  are  several  gentlemen  here  who,  I  know,  wish  to 
have  this  discussion  brought  to  its  close  before  we  adjourn. 

The  question  was  taken  on  motion  of  Mr.  Miller  and  carried. 

Mr.  Caldwell:  The  gentleman  from  New  Hampshire  (Mr.  Pills- 
bury)  attempted  to  be  pretty  severe,  and  hit  me  a  very  heavy  blow  o/er 
the  shoulder  of  Prof.  McKay,  by  saying,  and  that  too  after  he  admitted 
that  his  committee,  after  investigating  this  subject,  believed  that  it  was 
safe  to  assume  that  in  the  future  six  per  cent  could  be  realized,  that  no 
prudent  man  would  recommend  such  a  thing.  I  thought  that  was 
pretty  heavy. 

Now,  sir,  beseems  to  ignore  a  very  important  point  in  this  connec- 
tion, and  either  he  or  I  must  be  ignorant  of  the  principles  upon  which 
the  business  is  conducted.  A  premium  is  to  be  collected.  The  gross 
premium,  say,  is  one  hundred  dollars.  He  goes  on  to  argue  that  we 
should  assume  in  fixing  our  basis,  something  like  what  could  be  realized 
on  that  whole  one  hundred  dollars.  In  an  ordinary  policy  in  a  life 
insurance  company,  forty  dollars  of  that  one  hundred  would  be  a  load- 
ing, and  sixty  dollars  is  the  only  part  we  want  to  realize  interest  upon. 
We  care  nothing  about  the  balance.  That  loading  is  to  cover  expenses, 
the  loss  upon  it  in  receiving,  etc.;  and  I  think  with  that  light,  if  I  am 
correct,  and  I  think  I  am,  that  it  would  be  a  very  fair  assumption,  if 
their  gross  premium  is  one  hundred,  that  they  ought  to  realize  six  per 
cent  on  sixty  dollars  of  it,  leaving  forty  dollars  for  collecting,  etc. 

Mr.  Pillsbury:  I  am  obliged  to  the  gentleman,  because  he  has 
reminded  me  of  one  or  two  matters  that  I  meant  to  call  attention  to.  As 
he  is  the  defender  of  the  learned  Prof.  McCay, — 

Mr.  Caldwell:  Excuse  me,  sir,  I  was  only  defending  myself.  The 
gentleman  from  New  Hampshire  (Mr.  Pillsbury)  hit  me  a  blow  over  his 
shoulders. 
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Mr.  Pn.LSBnRT:  I  meant  to  allude  to  one  item  in  the  criticism  of 
P>t>r.  McCajr,  which  I  paused  orer.  He  found  considerable  fault  with  us, 
tpparentljr  ior  not  recommending  a  higher  standard  of  reserve,  or  rather 
for  not  giving  our  reasons  for  not  recommending  such  standard.  Now 
the  learned  professor  failed  to  cite  what  we  regard  as  the  ablest  authority 
presented  to  us,  or  perhaps  as  good  an  authority  as  any  presented  to  us, 
tnd  that  was  the  letter  and  opinion  of  Prof.  £.  B.  Elliott,  which  was  entirely 
historical,  and  goes  on  to  prove  that  government  securities  have  been 
worth  less  on  an  average  than  six  per  cent,  I  believe,  for  the  last  sixty 
years  of  the  government;  that  he  might  have  given  as  one  reason  why 
we  did  not  see  fit  to  give  our  reasons  for  adopting  a  standard  lower  than 
sixper  cent,  which  we  admitted  to  be  a  rate  that  might  be  earned. 

Tne  learned  professor  also  failed  to  ouote  the  testimony  which  we 
cited  from  Jay  Cooke  &  Co.,  a  financial  authority  which  I  think  will 
not  be  questioned  in  this  convention  or  anywhere  else.  I  read  the 
following  passage  from  an  oflicial  communication  over  their  signature; 

**The  signal  success  of  the  new  five  per  cent  government  loan  fore- 
shadows the  early  funding  of  the  entire  public  debt  at  a  less  rate  than 
six  per  cent,  and  indicates  that  the  average  rate  of  interest  on  loanable 
capital  in  this  country  will  henceforward  be  considerably  lower  than  it 
has  been;  the  tendency  being  to  an  equalization  of  rates  between 
America  and  Europe." 

Mr.  Caldwkll  :  I  would  ask  the  gentleman  if  it  is  not  a  newspaper 
advertisement  to  sell  those  bonds? 

Mr.  Pillsbury:  It  bears  the  name  of  Jay  Cooke  &  Co.,  and  was 
attached  to  a  circular  sent  forth  by  those  great  financiers,  and  I  do  not 
know  why  it  should  not  be  received  as  testimony.  If  any  gentleman 
has  accuteness  to  show  me  why  it  should,  I  will  be  very  happy  to  listen 
to  him. 

Mr.  Caldwrix  -Just  in  one  moment  I  will  attempt  to  show  why  it 
ought  not  to  be.  We  well  know  when  men  do  business,  they  sometimes 
overstep  an  exact  statement.  We  cannot  believe  all  the  insurance  com- 
panies tell  us  in  their  circulars,  and  when  Jay  Cooke  8c  Co.  wrote  that 
circular  they  were  agents  to  put  those  bonds  on  the  market,  and  they  put 
the  most  favorable  side  on  it. 

Mr.  PiL,LSBURY :  I  do  not  think  that  Jay  Cooke  &  Co.  will  thank  the 
eentleman  for  accusing  them  of  saying  what  they  did  not  mean. 
[Laughter  and  applause.] 

Rbmarka  of  Mr.  Miller,  of  New  York. 

Mr.  MiLLSR  said :  I  desire  to  make  a  very  few  suggestions  on  this  sub- 
ject before  the  vote  is  taken,  and  perhaps  this  will  be  as  agreeable  a  time 
to  the  convention  as  any.  I  do  not  design,  gentlemen,  to  inflict  any  long 
speech  upon  you,  or  any  speech ;  I  merely  wanted  to  make  a  few  sugges- 
tions which  occur  to  my  mind  as  not  having  been  made  by  others*  and 
in  a  very  brief  manner  to  recapitulate  what  seems  to  me  to  be  the  evidence 
in  this  case. 

I  take  it,  gentlemen,  that  we  are  all  actuated  by  the  pame  motives.  I 
hsve  listened  with  unfeigned  pleasure  to  the  protracted  discussion  of 
this  question.  It  has  given  me,  for  one,  great  satisfaction  that  Mr.  Clarke, 
representing  the  state  of  Massachusetts,  the  first  state  in  the  Union  to 
organize  an  insurance  department,  and  a  state  which  has  adopted  the 
standard  of  computing  the  reserve  upon  life  policies  for  which  Mr.  Clarke 
has  appeared  here  as  an  advocate,  and  the  claims  of  which  have  been 
fully  presented  to  you ;  and  that  other  gentlemen  representing  the  views 
of  various  kinds  which  have  been  presented,  have  so  very  ably  and  fully 
discussed  the  question.  I  believe  that  we  have  but  one  desire,  gentle- 
men, and  that  is,  first,  to  arrive  at  the  point  which  will  give  security  to 
the  people  who  insure  in  these  various  companies.    We  want  to  decide 
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thnt  question  first.  We  want  to  know  just  what  rate  of  interest  and  what 
table  of  mortality  beino;  assumed  will  five  us  absolute  security.  ^  This  is^ 
of  course,  a  difficult  question  to  decide.  It  is  difficult  to  saj  just  when 
you  have  arrived  at  that  point»  supposing  that  you  commence  at  six  per 
cent,  which,  according  to  the  general  testimony,  it  may  be  assumed  is 
about  the  average  interest  that  good  investments  earn  in  this  countrjr.  I 
do  not  think  there  will  be  much  difference  of  opinion  on  that  subject. 
From  thai  point  we  commence  descending,  and  it  is  a  very  nice  Question 
for  any  man  to  say  Uiat  when  we  have  arrived  at  five,  at  five-and-a-half, 
at  four-and-a-half,  or  four,  or  at  any  other  fractional  point,  we  have 
reached  just  the  point  which  gives  security,  and  that  no  other  point  is 
the  true  point.  Now,  of  course,  we  can  hardly  do  that,  but  we  have  got 
to  make  up  our  minds  that  we  have  gone  down  that  scale  low  enough,  at 
all  events,  and  then,  I  think,  we  will  all  be  satisfied  that  we  have  done 
oui  duty,  and  that  we  have  furnished  the  protection  which  it  is  our 
business  to  furnish  to  those  who  invest  their  money  in  this  interest. 

And  right  here  I  wish  to  remark,  in  view  of  the  words  which  passed 
between  my  honorable  friend  from  Indiana  (Mr.  Caldwell)  and  the  gen- 
tleman from  New  Hampshire  who  has  so  ably  vindicated  this  report,  that 
although  it  is  assumed  and  although  it  is  true  that  the  loading  to  which 
my  friend  from  Indiana  has  referred  is  for  the  purpose  of  defrapring  the 
general  expenses  of  getting  the  business  of  the  company,  yet  it  is  true 
that  there  are  other  uncertainties  and  risks  to  be  borne  by  the  monej 
itself,  that  is,  by  the  reserve,  by  the  invested  money.  The  able  gentle- 
man from  New  Haven  (Professor  Newton)  has  referred  to  this  more 
clearly  and  powerfully  than  I  can.  If  the  gentleman  wishes  a  practical 
illustration  I  will  give  it  now.  Take  the  mortgages  held  by  the  Con- 
necticut Mutual  in  Chicago,  and  if  that  company  does  not  lose  some- 
thing by  the  failure  of  the  fire  companies  there  to  meet  their  losses,  I 
shall  be  deceived  in  my  calculations.  At  all  events,  gentlemen,  I  think 
that  there  are  a  great  many  other  considerations  in  tiiis  question.  I 
think,  after  we  have  really  made  up  our  minds  upon  this  question  of  the 
commercial  rate  of  interest  likely  to  be  realized,  that  we  have  other  ques- 
tions even  aside  from  those  to  which  I  have  referred,  and  to  which  the 
gentleman  from  New  Hampshire  so  pungently  referred.  They  are  ques- 
tions of  policy,  questions  looking  into  the  future.  They  are  questions, 
of  course,  depending  upon  the  contingencies  which  may  occur  hereafter. 
We  know  that  the  tendency  is  to  lower  rates  of  interest.  No  man  can 
shut  his  eves  to  the  fact  that  it  must  inevitably  be  so.  The  argument 
to  which  Mr.  Pillhbury  referred — and  it  is  not  of  any  consequence  where 
the  argument  comes  from — goes  home  to  the  mind  by  its  own  force,  that 
the  rate  of  interest  upon  the  other  side  of  the  Atlantic,  where  great 
amounts  of  capital  are  seeking  investment,  must  increase  more  and  more 
as  time  rolls  on,  and  as  the  means  of  inter-communication  multiply.  I 
say  that  the  result  is  inevitable  that  this  assimilation  of  rates  must  take 
place  to  a  greater  or  less  extent.  We  are  not  merely  looking  to  what 
rate  of  interest  may  be  received  for  a  very  few  years,  but  as  we  are 
establishing  a  basis  upon  which  we  are  to  set  aside  funds,  reaching  away 
into  the  future,  and  to  provide  security  for  the  payment  of  debts  and 
liabilities  to  be  made,  perhaps,  ten,  twenty  or  thirty  years  hence,  we 
must  look  at  this  question  in  view  of  all  the  possibilities  of  the  future. 

For  myself,  I  confess  that  I  take  a  different  view  of  this  subject  from 
that  taken  by  Mr.  Clarke  and  some  other  gentlemen.  The  only  difficulty 
I  have,  IS  in  bringing  myself  to  four-and-a-half  per  cent  instead  of  five.  1 
am  rather  inclined,  as  a  matter  of  personal  judgment*  to  believe  that  five 
per  cent  would  be  a  safe  rate  of  interest  to  assume.  I  am  inclined  to 
think,  that  for  the  next  ten  years,  at  all  events,  five  per  cent  would  be 
safe  in  view  of  all  the  circumstances  and  probabilities  of  the  case;  and 
that,  if  we  carry  out  the  intention  which  we  have  already  declared— 


303 

which  WBS  declared  by  the  conrention,  as  a  convention,  at  its  first 
session,  in  the  adoption  of  a  form  of  blank  which  looks  to  the  expunging 
from  the  statement  of  companies  of  large  amounts  of  fictitious  assets, 
assets  not  possessing  real  value  according  to  the  statement  made — I  say, 
in  view  of  that  action,  if  it  is  carried  out,  that  then  a  five  percent  interest 
might  be  a  safe  assumption.  But,  gentlemen,  we  cannot  shut  our  eyes 
to  the  fact  that,  no  matter  how  strict  we  may  be,  the  probability  is,  that 
a  greater  or  less  amount  of  assets  which  ho  not  possess  actual  value, 
win  yet  be  allowed.  It  is  almost  indispensable.  And,  therefore,  in  view 
of  that,  and  all  the  other  facts  which  have  been  alluded  to,  I  have 
brought  myself  to  the  opinion  that  the  four-and-a-half  per  cent  standard 
might  be  reached  in  the  downward  scale,  going  down  from  six,  and 
that  it  would  not  be  oppressive;  that  the  public  would  not  say  that 
we  irere  loosening  the  reins  upon  the  companies,  and,  instead  of 
giving  them  security,  we  were  giving  companies  security.  We  would 
not  disturb  the  present  condition  of  affairs;  we  would  be  conservative  in 
our  action,  and  show  the  public  that  we  were  looking  out  for  their 
interests,  and  we  would  have  assumed  a  standard  which  would  not  only  be 
absolutely  safe,  but  which  it  would  be  politic,  in  view  of  all  the  circum- 
stances which  surround  us,  to  adopt.  And  it  is  to  those  politic  reasons 
that  I  wish  now  to  refer. 

It  has  been  already  stated,  and  I  have  heard  no  answer  to  the  sugges- 
tion, that  the  adoption  of  a  four-and-a-half  per  cent  standard  does  not 
necessarily  compel  companies  that  have  been  reserving  upon  a  four  per 
cent  standard  to  change  their  standard  at  all.  The  gentleman  from 
New  Haven  alluded  to  that  also,  and  I  think  you  all  saw  the  force  of  his 
argument.  I  have  heard  no  answer  to  it.  The  Mutual  Lite,  of  New 
York,  reserves  upon  a  four  per  cent  standard,  and  will  undoubtedly  con- 
tinue to.  But,  gentlemen,  we  have  a  large  number  of  companies  which 
think  that  it  is  oppressive  as  a  requirement  of  law  that  they  should 
reserve  on  that  standard ;  and  I  am  inclined  to  agree  with  them,'  because 
I  think  that  four-and-a-half  is  entirely  safe,  and  gives  eight  per  cent 
margin  for  competition,  reduction  of  rates,  etc.  For  my  own  part,  I  am 
inclined  to  a  great  despree  of  latitude,  so  far  as  consistent  with  saiety,  in 
allowing  competition  in  the  business.  I  do  not  believe  in  locking  it  up 
againat  enterprise,  therefore,  I  have  had  very  serious  doubts  whether  we 
should  not  accede  to  the  requests  of  certain  gentlemen  that  companies 
should  reserve  according  to  their  own  assumptions.  But  I  have  become 
convinced  that  that  was  not  the  sense  of  the  convention,  and  that  there 
were  powerful  arguments  against  it;  but  it  is  unnecessary  to  detail  them 
here,  because  I  do  not  believe  that  the  proposition  is  going  to  be  urged 
by  any  one.  Therefore  I  say  that,  in  view  of  the  fact  that  the  companies 
choosing  to  have  the  four  per  cent  standard  can  retain  it.  and  if  they 
consider  it  an  advantage  to  them  in  their  business,  hold  it  out  to  the 
world,  and  if  the  public  believe  they  are  a  safer  class  of  companies  than 
the  others  and  the  others  see  any  argument  in  that  fact,  why  they  should 
adopt  it.  They  will  do  it  voluntarily.  But  when  we  attempt  by  law  to 
say  that  they  shall  reserve  at  a  higher  rate  than  that  established  by  the 
report  of  the  committee,  I  think  we  are  going  a  little  beyond  what  the 
facts  will  justify. 

By  Mr.  Paine's  figures,  the  average  interest  has  been,  by  all  the  com- 
panies, of  1869  and  1870,  5,'(f  per  cent,  and  he  goes  unqualifiedly  for  the 
four-and-a-half  per  cent  standard.  I  think  that  the  testimony  of  every 
person  who  has  spoken  here,  and  of  every  f^aper  that  has  been  submitted 
to  the  convention,  goes  to  show  that  five  per  cent  has  been  actually 
earned  by  the  assets  of  the  life  insurance  companies  doing  business  in 
this  state  and  Massachusetts.  I  think  that  I  can  show  you  in  a  few 
moments  that  a  great  deal  more  than  four  per  cent  has  been  realized — 
that  a  good  deal  higher  rate  of  interest  than  the  reserve  requires  has  been 
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realized.  I  have  had  no  gnawer  to  the  question  that  I  put  to  Mr.  Clarkie« 
that  ie  at  all  satisfactory,  in  relation  to  dividends.  And  I  wish  to  call 
attention  now.  The  companies  doing  business  in  Massachusetts  earn 
interest  enough  to  lay  aside  a  reserve  upon  a  basis  of  four  per  cent,  and 
also  to  make  enormous  dividends  every  year.  So  much  so,  that  I  find 
that  the  dividends  and  bonus  additions  to  the  policies,  not  including  the 
cash  dividends  paid  since  the  table  from  which  I  take  this  statement  was 
compiled,  running  back  about  twelve  or  fifteen  years,  amount  to  over 
$35,000,000.  This  is  earned,  most  of  it,  over  and  above  maintaining 
the  reserve  according  to  the  Massachusetts  standard.  What  does  this 
show,  supposing  the  standard  had  not  required  so  high  a  reserve? 
Why,  they  could  have  divided  still  more.  And  why  should  they  not  be 
allowed  to  divide  more?  Unless  they  earned  it,  they  could  not  divide  it. 
As  I  said  before,  I  do  not  find  in  the  Massachusetts  reports  the  gross 
amount  of  dividends  to  stockholders  or  policyholders.  I  find  that  the 
companies  doing  business  in  this  state,  in'  1870,  paid  as  dividends 
to  stockholders  $578,000,  and  to  policyholders,  $9,3^,ooa  About 
$10,000,000  in  a  single  year  was  devoted  to  the  policyholders  and  stock- 
holders ;  and  yet  we  are  told  that  it  is  not  safe  to  assume  that  the  com- 
panies can  maintain  this  reserve  at  the  four-and-a-half  or  four  per  cent 
standard. 

Now,  gentlemen,  these  facts,  it  seems  to  me,  are  entirely  conclusive 
upon  the  present  ability  and  the  past  ability  of  the  companies  to  do  this, 
and  to  earn  a  greater  rate  of  interest.  And  I  may  refer  to  another  sub- 
ject in  regard  to  the  table,  which  is  entirel^r  conclusive  to  my  mind. 
These  dividends  are  not  made  entirely  from  interest;  and  that  is  one 
reason  why  I  am  not  in  favor  of  five  or  five-and-a-half,  or  a  higher  rate 
of  interest,  as  the  standard.  These  dividends  come  largely  from  what 
are  called  mortality  gains.  So  that  it  seems  that  the  table  of  mortality 
which  is  adopted  has,  up  to  this  period  of  time,  proved  eminently 
conservative,  and  looks  to  a  far  greater  mortality  than  has  been 
experienced.  The  fact  is,  that  the  companies  from  year  to  year,  have 
not  realized  more  than  from  70  to  80  per  cent  of  the  mortality  which 
their  tables  called  for.  Consequently,  we  shall  be  perfectly  safe  for 
many  years  to  come  in  adopting  either  of  these  tables  of  mortalitj^; 
and,  as  has  been  stated,  thei:e  is  no  great  difference  between  them  in 
these  results.  But  then  it  only  goes  to  show  that  the  companies  are 
able  to  pay  a  part  of  these  dividends  on  account  of  the  fact  that  the 
table  of  mortality  is  conservative,  and  that  the  expected  mortality  has 
never  yet  been  realized.  And,  in  addition  to  that,  is  the  fact  that  thej 
hav<f  realized  more  interest  than  we  gave  them  credit  for. 

As  I  told  you,  f  entiemen,  when  I  got  up,  I  do  not  mean  to  protract  this 
discussion.  I  think  every  man  here,  not  excepting  Mr.  Clarke  himself,  ia 
perfectly  satisfied  that  the  standard  recommended  by  the  committee  is 
entirely  safe.  The  only  question  is,  whether  we  shall  go  below  actual 
safety,  and  he  says,  and  of  course  no  man  can  dispute  the  proposition* 
that  a  four  per  cent  standard  is  safer  than  a  four-and-a-half  per  cent 
standard ;  that  is  to  say,  when  you  require  them  for  one  as  a  8ecurity» 
you  have  a  safer  security  than  when  you  only  require  two  for  one.  You 
tnight  go  on  upon  the  same  principle,  and  adopt  any  other  lower 
standard.  You  might  adopt  three,  or  two-and-a-half,  or  two  percent; 
or  you  might,  as  Mr.  Wright  said,  go  to  zero.  I  do  not  adopt  that 
theory.  Now,  after  Mr.  Wright's  doctrine  about  the  two  halves,  and 
that  four  per  cent  is  a  little  more  equitable  than  four-and-a-half  per 
cent,  because  it  gives  those  who  live  the  longest  a  little  more  share 
in  the  money—  there  is  some  force  in  that,  and  it  is  worthv  of  consider- 
ation. But,  after  having  considered  it,  and  given  it  all  the  weight 
that  I  have  been  able  to,  it  does  not  seem  to  me  that,  as  between  the 
four  and  four-and-a-half  per  cent  it  has  any  practical  value,  unless  we 
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cuTTOttt  all  the  other  ideas  in  renrd  to  surrender-values,  and  all  that 
kind  of  thing.  I  don't  think  it  will  have  much  weight  in  the  decision  of 
this  question.  In  view  of  the  fact  that  alreadj  thirteen  states  have 
adopted  the  four-and-a-half  rate  of  interest  with  the  American  experience 
table,  in  view  of  the  fact  that  we  have  a  great  many  companies  whose 
business  has  been  acquired  under  that  legal  standard,  in  view  of  the  fact 
that  we  do  not  compel  companies  to  take  this  standard,  but  that  those 
who  have  done  business  in  Massachusetts^  and  are  doing  it  now,  can 
retain  and  make  their  own  valuations  upon  the  other  standard  of  four 
per  cent  interest,  and,  in  view  of  the  fact  that  we,  above  all  things, 
desire  uniformity  if  it  can  possibly  be  secured,  I  say,  in  view  of  all  these 
facts,  that  it  seems  to  me  that  we  ought,  unanimously,  to  go  for  sustain- 
ing the  Yery  full,  able  and  comprehensive  report  of  the  committee  upon 
this  subject  It  seems  to  me,  that  we  would  do  more  in  this  way  to  bring 
about  the  great  object  of  our  meeting  than  in  any  other  possible  way. 
And  when  we  sift  the  tares  from  the  wheat,  in  investigating  the  assets  of 
the  companies,  and  when  we  reauire  them  to  come  to  the  standard  which 
this  committee  has  reported  in  tavor  of,  I  do  not  believe  that  Mr.  Wright 
or  Mr.  Clarke,  or  any  insurance  man  in  this  country,  will  doubt  that 
the  companies  complying  with  the  rule  established  by  that  standard 
will  be  entirely  safe,  and  that  the  policyholders  will  run  no  risk  whatever 
of  not  receiving  what  the  contract  calls  for  at  the  time  specified. 

But  gentlemen,  this  has  great  weight  upon  my  mind,  the  fact  that  by 
adopting  this  standard,  we  shall  array  no  companies  in  hostility  to  us. 
I  know,  gentlemen,  that  the  companies  in  this  city,  which  already 
reserve  upon  the  Massachusetts  standard,  desire  uniformity  on  this 
subject,— desire  that  we  shall  not  array  the  newer  and  weaker  companies 
against  us;  because,  bv  so  doing,  we  endanger  in  the  legislature  or  every 
state  the  adoption  of  the  measures  which  we  recommend.  We  have  the 
assurance,  gentlemen,  that  the  companies  reserving  upon  the  four  per 
cent  standard  will  not  oppose  the  adoption  of  the  four-and-a-half  per 
cent  standard  by  the  legislatures.  They  will  acquiesce  in  it,  because  they 
see  that  they  can  proclaim  to  the  public  as  loudly  as  they  choose  that 
they  are  making  a  higher  reserve  than  the  other  companies.  But  they 
will  not  dispute  the  fact  that  four-and-a-half  per  cent  is  abundantly  safe, 
and  they  will  not  oppose,  but  will  cordially  co-operate  with  us,  anci  with 
the  companies  that  have  been  doing  business  upon  a  four-and-a-half  per 
cent  standard,  in  bringing  about  uniformity  in  this  and  everj  other 
respect  Therefore,  I  hope  that  this  apparent  decision  of  the  majority  of 
this  conventioh  in  favor  of  the  report  of  this  committee,  when  it  comes 
to  the  vote,  will  be  made  unanimous;  that  gentlemen  will  yield  their 
feelings  in  the  matter,  that  we  may  go  forth  to  all  the  states  of  this  union, 
recommending  unanimously  that  one  uniform  standard  be  adopted  by 
them  all.  When  we  shall  have  done  this,  we  shall  have  done  a  great 
wofk. 

I  only  wish  to  add  my  testimony  to  that  of  Mr.  Pillsbury,  and  to  that  of 
many  other  gentlemen  who  have  referred  to  this  report,  that  to  the  chair- 
man, not  only  for  his  work  in  preparing  this  report  but  for  his  untiring 
work,  during  the  sessions  of  this  convention,  and  before  it  was  called, 
this  convention,  the  insurance  companies,  the  insurance  public,  and  the 
whole  public  are  more  deeply  indebted  than  to  any  other  one  gentleman 
in  our  midst;  and  that  we  can  never  too  highly  appreciate  the  labor 
which  he  has  devoted  to  and  the  scientific  knowledge  which  lie  has  dis- 
played in  treating  this  subject  It  is  necessary,  gentlemen,  for  all  of  us — 
1  feel  the  necessity  myself  very  strongfljr — to  look  more  closely  into  his 
reports.  I  have  looked  at  them  sufficiently  to  know  that  they  are  of 
immense  vidue,  and  that  the^  will  ultimately  exert  a  great  influence  upon 
the  insurance  business  of  this  country. 

I  hope,  gentlemen,  that  we  may  arrive  at  a  harmonious  conclusion 


N 


ao6 

upon  this  subject  and  that  every  person  will  be  perfectly  satisfied  with 
the  result. 

Mr.  H.  S.  Olcott:  As  the  proxy  for  the  auditor  of  the  state  of  Ala- 
bama, who  has  gone  home,  I  am  instructed  to  say  to  the  convention 
that  a  misapprehension  may  possibly  have  arisen'  in  regard  to  the 
remarks  of  Mr.  Jones,  the  president  of  the  National  Life  insurance  com- 
pany, who  was  accorded  by  him  a  portion  of  his  time.  It  now  appears 
as  if  Mr.  Jones  had  spoken  for  the  gentleman  from  Alabama,  the  fact 
being  that  he  desires  to  have  Mr.  Jones'  speech  rest  upon  its  own 
meritf:,  and  to  say  that  his  own  views  upon  all  the  subjects  before  this 
convention  are  expressed  in  what  he  has  said  himself  and  in  the  vote 
which  I  am  empowered  to  cast  for  him. 

Mr.  Smith,  of  Kentucky:  I  do  not  propose  to  make  a  speech  on  the 
occasion.  I  want  to  call  attention  simply  to  the  fact  that  the  business  of 
the  committee  on  net  valuations  was  to  get  at  net  values,  to  go  through 
the  mortality  tables  and  to  recommend  one,  and  to  recommend  a  rate  of 
interest.  Various  questions  have  been  brought  up  in  this  convention 
wi*hin  the  last  week  while  this  subject  has  been  under  discussion,  and  I 
would  have  been  disposed  to  call  a  point  of  order,  but  for  the  fact  that 
a  resolution  was  introduced  by  Mr.  Harvey,  of  Missouri,  in  reference  to 
the  same  thing  which  tended  to  bring  into  the  question  what  is  known 
as  *' gross  valuation**  methods  of  determining  value,  by  taking  the 
grofis  premiums  and  abstracting  from  them  the  expenses.  But  I  much 
prefer,  particularly  as  we  have  gentlemen  not  members  of  this  convention 
before  us,  that  the  largest  liberty  should  be  given  in  every  direction, 
that  we  might  have  the  advantage  of  the  opinions  of  those  gentlemen 
upon  every  subject  that  would  bear  upon  this.  I  allude  to  this  now  to 
show  that  while  we  endeavored  to  carry  out  the  instructions  of  this 
convention,  and  make  a  full,  and  as  far  as  we  could,  a  clear  report  upon 
the  subject  referred  to  us,  we  refrained  from  going  into  a  variety  of 
matters  that  have  been  brought  in  here;  and  many  members  of  this  con- 
vention no  doubt  think  they  are  subjects  that  we  ought  to  have  discussed. 

Having  alluded  in  that  way  to  the  duty  assigned  to  the  committee,  I 
have  no  words  to  express  my  feeling  in  reference  to  the  comments  that 
the  gentlemen  have  made,  but  will  at  once  go  on  and  leave  that  subject. 
I  desire  a  vote  as  soon  as  practicable  on  the  important,  fundamental, 
practical  points  connected  with  this  business,  the  mortality  table  and  the 
rate  of  interest. 

I  now  desire  Mr.  Harvey  to  read  a  memorandum  that  he  has  pre- 
pared on  this  subject. 

Papsr.  Rbad  bt  Aug.  F.  Harvey,  of  Missoitri,  ok  a  Uniform 
Standard  of  Mortality  and  Interest,  for  the  Computation 
OF  Reserves  to  be  Maintained  by  Life  Insurance  Companies. 

The  proposition  before  the  May  session  of  the  convention  was  that 
the  determination  by  a  state  authority  of  the  amount  of  the  trust  fund, 
or  reserves  required  to  be  kept  on  deposit,  by  a  life  insurance  company, 
sO  that  it  may  fulfil  its  policy  obligations  at  maturity,  should  be  upon 
the  basis  table  of  mortality  and  rate  of  interest  (not  exceeding  six  per 
cent)  adopted  by  the  company  itself  for  the  computation  of  its  net 
premiums. 

The  simplest  form  of  the  argument  then  presented  in  favor  of  the 
proposition  was  that  the  state  cannot  impair  the  validity  of  a  lawful  con- 
tract. If  John  Doe,  agreeing  with  Richard  Roe,  that  money  is  worth 
six  per  cent  per  annum,  contracts  that  for  the  sum  of  $^  in  hand,  he  will 
at  the  end  of  a  year  pay  to  Richard  Roe  $ioo,  the  state  cannot  lawfully 
say  that  money  is  worth  only  four  per  cent,  and  that  therefore  Doe  must 
now  hold  $  ,6  m  order  to  be  able  to  fulfil  his  bargain.  Or,  on  the  other 
hand,  if  they  have  agreed  that  money  is  worth  four  per  cent,  and  that 
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$96  is  the  consideration  for  $100  a  jear  hence,  that  the  state  may  not 
interfere  with  Roe's  expectation  by  saying  that  six  per  cent  per  annum 
will  be  received,  and  authorize  Doe  to  spend  $2  now,  and  reserve  only  $94. 
Perhapa  this  is  all  true  in  a  great  measure ;  but  it  seems  equally  as 
true  that,  if  the  state  had  already  fixed  the  value  of  money  at  four  per 
cent,  John  Doe  cannot  lawfully  say  that  he  has  the  right  to  spend  $2  out 
of  $96,  and  rely  upon  receiving  six  per  cent  interest  to  make  good  his 
contract;  or,  if  the  legal  rate  l^  six  per  cent,  that  Richard  Roe  may  not 
demand  as  his  lawful  right,  that  Doe  shall  hold  $96  to  be  accumulated 
at  four  per  cent  only,  whereby  he  may  be  deprived  of  opportunity  for 
favorable  use  of  the  $2. 

A  statute  fixing  four  per  cent  as  a  standard  rate  of  interest — and  upon 
which  reserves  shall  be  made — enacted  prior  to  the  making  of  contracts 
apon  a  six  per  cent  basis,  may  interfere  somewhat  with  the  ability  of  the 
grantors  to  fulfil  them ;  but  it  cannot  possibly,  by  that  very  priority  of 
enactment,  be  a  violation  or  impairment  of  their  validity,  as  far  as  the 
grantors  are  concerned;  while,  to  the  contrary,  the  vending  of  such 
agreements  upon  a  six  per  cent  basis,  against  such  a  statute  is,  if  not  a 
violation  of  law,  a  direct  contravention  of  it,  and  would  not  be  sus- 
tained. 

In  other  words,  in  the  matter  before  us,  the  statute  having  been 
fixed  at  four  per  cent  as  a  basis  of  reserves  for  life  insurance  companies, 
it  is  a  palpable  contravention  of  the  law,  when  a  company  bases  its  net 
premiums  upon  a  six  per  cent  interest,  and  assumes  any  equitable  right 
to  reserve  at  the  same  rate. 

This  brings  us  to  consider  the  question :  Has  the  state  the  rightful 
authority  to  establish  a  basis  of  interest  for  reserves,  or,  rather,  to  fix 
the  net  prices  for  policies  of  life  assurance  ?  The  negative  of  the  Ques- 
tion is  particularly  asserted  by  those  who  advocate  a  low  or  a  variable 
standard  of  interest. 

For  four  hundred  years,  governments  have  fixed  the  price  of  the  use  of 
money,  and  laws  have  been  enacted  against  the  taking  of  usury.  The 
right  to  do  this  has  been  questioned,  but  I  believe  the  history  of  all 
legislation  on  this  subject,  will  show  that  by  far  the  larger  number  of 
persons  who  have  opposed  usury  laws,  were  those  whose  arguments 
grew  out  of  selfish  interest  in  the  result;  while  the  legislatures  ffcnerally, 
reflecting  the  good  sense,  as  well  as  the  will  of  the  majority  of  the  peo- 
ple, have  adhered  to  the  principle  of  an  established  rate  of  interest,  and 
have  yielded  only  to  popular  clamor  when  the  permanent  abundance  of 
money  has  indicated  that  a  lower  price  could  be  safely  fixed.  The  sole 
reason  for  the  establishment  of  a  legal  rate  of  interest,  the  taking  of 
more,  which  constitutes  usury  in  its  modern  sense,  is  the  protection  of  the 
weak  against  the  strong — the  defence  of  labor  from  the  aggressions  of 
capital.  It  is  the  one  part  of  good  guardianship  over  the  welfare  of  its 
subjects,  which  ought  to  be  the  ultimate  object  of  every  government. 

It  is  urged  when  the  propriety  of  interest  laws  is  questioned,  that 
money  is  only  a  marketable  commodity,  and  always  exactly  worth  what 
is  offered  for  it,  or  what  it  will  bring. 

This  is  only  true  in  part.  The  market  price  of  money  is  made  up  of 
two  well  understood  elements,  one  an  intrinsic  value,  dependent  upon 
the  proportion  of  the  supply  to  the  demand ;  and  the  other  a  speculative 
value,  dependent  upon  tne  security  offered  in  case  of  loans«  the  risk  of 
loss  in  case  of  stock  investments,  and  the  probability  of  greater  or  less 
margin  of  profit  in  case  of  mercantile  or  manufacturing  enterprises. 
The  force  of  these  several  circumstances,  singly  or  together,  occasions 
fluctuations  in  the  rate  of  interest  when  the  supply  of  money  is  the 
same,  and  it  has  been  found  in  all  countries  that  the  usury  law6  have 
never  been  so  inflexible  as  to  restrict  the  rate  of  interest,  within  a  rea- 
sonable advance,  when  the  actual  necessities  of  the  people  have  created 
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the  oocssion  for  a  temporary  adrance;  nor,  in  the  other  direetion»  In 
obliging  all  borrowers  to  pay  the  legal  rate  when  the  supply  was  greater 
than  the  demand.  This  elasticity  is  in  favor  of  the  interest  laws;  the 
devergences  in  current  rates  above  the  legal  rate  give  confidence  and 
profit  to  the  capitalist,  and  the  divergences  below  confidence  and  profit 
to  the  borrower,  while  the  fluctuations  to  either  side  encourage  a  specu- 
lative spirit  between  both  parties,  sufficient  to  keep  markets  stirring,  and 
the  channels  of  trade  full  of  business. 

But  there  is  one  other  consideration  against  the  propriety  of  interest 
laws.  It  is,  that  rates  of  interest  or  discount  are  for  the  most  part  of 
present  calculation — that  contracts  for  the  use  or  investment  of  money 
are  usually  of  limited  duration,  and  that  borrower  and  lender,  investor 
and  manager  are  themselves  personally  at  hand  to  agree  to  terms^  to 
renew  contracts,  to  divide  profits,  and  to  dispose  of  the  whole  matter,  and 
that,  therefore,  having  an  inherent  right  to  regulate  their  own  aflfairs  of 
property,  should  alone  be  consulted.  The  answer  to  this  is  (and  it  is  the 
gist  of  the  discussion  for  four  centuries),  that  in  all  the  history  of  the 
human  race,  the  impecunious  has  never  had  but  one  advantage  over  the 
possessor  of  money,  lands  or  goods,  and  that  is,  he  has  no  trouble  in 
looking  after  property.  It  is  human  nature  to  be  rapacious  and  aggressive 
— the  strong  will  defeat  the  weak.  The  unwatched  dealer  will  stock  the 
cards,  and  hold  the  game  in  his  own  hand.  The  wolf  will  eat  the  sheep. 
And  if  the  state,  as  the  guardian,  cannot  or  will  not  protect  its  wards  by 
interposition  of  its  power,  the  strong,  the  aggressor,  the  gambler  and  the 
wolf,  will  overcome  and  destroy  the  weak,  the  poor,  the  unsuspicious  and 
the  silly. 

There  is  nothing  new  in  all  this.  It  is  only  stated  to  show  as  briefly 
as  possible  that  while  interest  laws  have  been  doubted  as  to  their  pro- 
priety, they  still  remain  as  to  the  authority  of  the  state  to  make  them, 
correct  in  principle,  and  from  their  elasticity  advantageous  in  practice. 
And  if  thef^e  points  are  true,  and  the  assertion  true,  that  such  laws  cover 
only  transactions  of  immediate  consummation,  and  which  are  to  afiect 
present  persons,  how  much  more  may  we  not  consider  correct  in  prin- 
ciple and  advantageous  in  practice,  laws  which  are  intended  to  cover 
transactions  made  now,  but  whose  results  concern  only  the  future  welfare 
of  persons  who  may  not  yet  have  an  existence. 

The  beneficiaries  of  an  insurance  company — not  those,  in  bj  far  the 
larger  number  of  instances,  upon  whom  the  policy  is  written — are  not  the 
makers  of  the  contracts,  the  monetary  part  of  the  computation  to  which 
they  cannot  assent,  and  which  they  cannot  question,  looks  to  a  realiza- 
tion of  the  means  by  the  company  of  com  plying  with  its  agreement  many 
years  in  the  future.  Perturbations  in  the  price  of  money,  impossible  now 
to  predict,  will  affect  and  may  impair  the  ability  of  the  insurer  to  pay. 
If  interest  is  above  the  assumed  rate,  the  company  can  pay  and  have  a 
profit  over.  If  it  is  below,  however  short  the  time,  the  company  will  be 
unable  to  make  good  the  policy. 

A  premium  for  a  policy  is  computed  upon  two  elements — a  rate  of 
interest,  and  a  rate  of  mortality.  The  first  may  be  chosen  at  any  figure, 
the  latter  is  fixed,  except  so  far  as  there  may  be  slight  variations  between 
the  different  mortality  tables  in  common  use,  and  these  are  not  (at  least 
between  the  two  tables  in  question  here^  at  all  worthy  of  consideration. 
No  greater  percentage  of  deaths  occur  m  a  million  lives  than  in  a  thou- 
sand. An  annuity  upon  each  of  a  million  lives  of  the  same  age  is  worth 
the  same  purchase  as  each  of  a  hundred.  The  element  of  mortality 
entering  a  premium  for  a  life  policpr  for  each  of  two  insurable  hves  aged 
forty,  is  no  more  and  no  lei^s  than  if  a  premium  were  calculated  for  each 
of  all  the  healthy  lives  of  the  same  age  in  the  world.  Hence,  this  quea* 
tion  becomes  only  a  question  of  interest. 

It  is  possible  that  the  insured  may  at  any  time  outlive  all  his  peers  in 
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a  companjr — that  officers,  actuaries,  and  agents  may  close  their  earthly 
icoounts  many  years  before  their  successors  may  be  called  upon  by  his 
exit  to  pay  the  sum  insured.  Yet  all  of  this  time  a  part  of  his  first  net 
premium — which  is  the  pri>me  source  of  the  amount  to  be  paid  upon  the 
policy — increased  by  a  part  of  each  successive  payment  for  a  number  of 
years,  must  be  kept  inrested  and  its  earnings  compounded,  and  this 
accumulation  maintained  without  the  slightest  cessation,  to  make 
certain  the  realization  of  the  amount  which  in  the  end  must  be  paid.  A 
net  premium  consists  of  two  parts,  reserve  and  cost.  At  the  end  of  the 
first  year  the  premium  having  earned  its  profit  of  interest,  the  cost  part 
is  taken  from  the  amount,  and  the  remainder  is  the  reserve,  and  this  added 
to  the  next  preminm  then  due  must  be  instantly  invested.  During,  or  at 
the  end  of  the  second  year,  the  cost  is  again  taken  out,  and  a  second 
reserve  is  left.  Another  premium  is  added  and  a  new  amount  invested ; 
and  so  on,  the  entire  reserve  must  be  invested.  No  part  of  it  can  safelv 
remain  idle.  The  company  will  utterly  fail  to  pay  any  one  policy  it, 
keeping  separate  accounts  with  the  several  policies,  any  part  whatever, 
lay-one  hundredth  of  the  reserve,  is  not  earning  the  assured  interest. 
So  it  will  if,  having  a  hundred  thousand  policies  in  force,  upon  which 
there  should  be  a  reserve,  say  of  $50,000,000,  and,  the  general  rate  of 
interest  being  the  assumed  rate,  one,  two,  five,  or  ten  per  cent  of  that 
reserve  remains  unproductive,  or  bringing  less  profit 

It  is  also  true  that  if  the  earnings  upon  the  reserves  fall  below  the 
assumed  rate,  for  even  an  exceedingly  short  period  of  time,  a  deficiency 
will  be  created,  which  will,  the  longer  the  policy  has  to  run  to  maturity 
increase  the  impairment  in  the  same  proportion  that  the  remaining  funds 
will  increase  at  compound  interest. 

If  an  assumed  rate  is  high,  there  is  danger  that  fluctuations  in  the 
price  of  money  may  occur  to  prevent  the  investment  of  reserves  at  that 
rate;  and,  if  not,  there  may  be  other  circumstances  to  prevent  the 
immediate  or  continuous  investment  of  part  of  the  funds,  so  that,  while 
the  general  whole  rate  may  be  above  the  assumed,  the  average  will  be 
below. 

Indeed,  in  the  practice  of  every  company  this  is  of  frequent  occurrence. 
The  assumed  or  a  higher  rate  may  be  always  obtained  for  every  dollar 
that  can  be  loaned  out;  yet  if  part  of  the  money  or  funds  are  not  loaned, 
the  rate  which  earn  be  realized  on  a  part,  is  not  realized  on  the  whole. 
$50,000,000  at  ten  percent  brines  ten  per  cent,  but  $25,000,000  at  ten  per 
cent  and  $25,000,000  at  no  rate  bring  together  only  five  per  cent.  And 
between  the  two  extremes  of  no  profit  at  all,  and  the  highest  obtainable 
rate,  the  average  rate  will  run  in  proportion  as  the  majority  of  the 
reserve  is  uninvested.  The  assumed  rate,  therefore,  should  in  all  cases 
be  so  low  that  the  probability  of  its  realization  shall  be  nearly  certainty. 

In  addition  to  any  reasons  which  may  concern  the  beneficiary  of  a 
policy  in  reference  to  his  inabilitv  to  make  the  contract  or  the  indefinite 
time  when  he  may  derive  its  benefits,  I  say  the  state  should  fix  the 
minimum  net  rate,  for  these  further  reasons,  the  first  of  which  I  have  just 
alluded  to. 

(a.)  Because  the  judgment  of  a  state  legislature,  controlled  only  by 
motives  of  public  policy  and  public  good,  is  much  more  to  be  dependea 
upon  for  prudence  and  conservatism  than  the  judgment  of  individuals, 
which  may  be  altogether  directed  by  selfish  interest. 

(^.)  Because  the  fixing  of  a  uniform  minimum  will  deprive  dishonest 
promoters  of  insurance  companies  oi  the  opportunity  to  write  assurances 
for  premiums  which  cannot  possibly,  at  any  rate  of  interest  in  reason, 
accumulate  to  meet  the  contract  at  maturity.  A  variable  rate  will  open 
the  door  to  the  advantage  of  the  innumerable  sharpers  and  adventurers 
who  infest  the  insurance  world.  A  high  rate  of  interest  makes  low 
premiums,  and  low  premiums  will  be  caught  up  by  unthinking  people 
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who  ask  only  cheapness  without  regard  to  security;  and  low  reserves 
will  carry  the  most  illusory  of  companies  over  department  requirements 
with  the  sanction  of  department  authority,  to  do  business  until  the  in- 
evitable result  of  a  dishonest  failure  comes. 

(c.)  Looking  only  to  the  security  of  the  pa^'ment  of  the  amounts  writ- 
ten in  the  policies,  and  without  regard  to  dividends,  bonuses,  or  other 
profits  to  policyholders  or  stockholders,  the  state  ought  always  under  all 
circumstances,  to  consicfer  the  net  present  value  of  an  assurance  upon  the 
life  of  one  individual  as  precisely  equal  to  the  net  present  value  of  a 
similar  assurance  upon  the  life  of  another  individual  of  the  same  age  and 
same  degree  of  health.  The  state  ought  not  to  regard  the  style,  circum- 
stances, or  organization  of  any  one  insurer — company  or  individual — to 
the  advantage  or  prejudice  of  another.  Equitable,  just  government  will 
treat  all  companies  alike.  It  will  not  say  to  John  Doe,  aged  40,  your 
policy  for  life  in  the  Patagonian  Mutual  is  worth  now  $367.58,  and  to 
Richard  Roe,  aged  40,  and  equally  healthy  with  John,  your  policy  of  even 
date,  in  the  Great  Sahara  Non-Participating  company  is  worth  only 
$257.68 ;  nor  should  it  say  to  the  Great  Sahara  :  we  demand  that  you  shall 
reserve  for  the  whole  of  your  10,000  policies  of  $1000  each,  insured  at  age 
20,  five  years  ago,  $i,698,4oaoo,  and  in  the  same  breath  say  to  the  Pata- 
gonian, on  your  10,000  policies  issued  5  years  ago  on  age,  20,  you  must 
now  hold  two  million  six  hundred  and  twenty-nine  thousand  four  hun- 
dred dollars — one  million  more  than  your  neighbor,  who  has  the  same 
risk,  no  less  no  more — than  vou.  You  must  do  it,  however,  because  you 
call  yourself  mutual,  and  if  you  make  a  surplus  or  profit  in  excess  of 
interest,  or  in  gains  from  mortality,  or  in  saving  of  expenses,  you  divide 
with  the  insured  who  are  many,  while  the  Great  Sahara  is  a  stock  com- 
pany and  its  profits  are  to  accrue  to  its  capitalists,  who  are  few.  Any. 
discrimination  in  this  regard,  between  persons  on  the  one  hand  or. 
companies  on  the  other,  where  the  circumstances  of  age,  health  and  risk 
are  equal,  would  be  the  height  of  injustice,  and  would  not,  and  ought 
not  to  be  tolerated. 

It  may  be  in  point  here  to  say  further,  that  there  is  not  at  present  a^ 
sufficient  record  of  experience  upon  which  to  base  any  radical  change' 
(especially  m  the  reduction)  of  present  standard  by  raising  the  rate  of 
interest.  The  question  has  but  recently  been  raised  in  the  insurance 
world;  and  the  proposition  comes  from  interested  parties,' whose  compa- 
nies are  of  too  recent  origin  to  admit  of  a  decision  based  upon  the 
results  of  their  business;  while  the  older  companies,  not  regarding  as 
probable  any  valuation  of  the  accustomed  standard,  have  not  kept  such 
exact  records  of  interest  accounts  as  will  prove  very  much  touching  this 
matter. 

But,  while  the  companies  will  hereafter  keep  a  better  record  of  their 
experience,  the  state  will  not  die.  That  will  live  and  exercise  its  pro- 
tective powers  over  the  people  while  managers,  their  successors,  and  the 
insured  all  pass  away.  Nor  does  the  company  die,  but  its  functions  are 
exercised  over  new  subjects.  It  derived  its  original  authority  from  the 
state,  and  the  state  is  still  present  to  correct  its  waywardness,  or  enlarge 
its  powers  when  the  well-l>eing  of  its  numbers  requires  it. 

To  sum  up,  I  claim  that  a  restriction  should  be  put  upon  a  company  in 
the  beginning  of  its  career,  or  at  any  time,  by  naming  the  net  minimum 
price  of  its  policies. 

First.  In  that  the  beneficiaries  of  its  policies,  yet  perhaps  unborn, 
cannot  themselves  have  any  voice  in  the  ]na,king  of  the  contract. 

Second.  That  the  rate  of  mortality  among  insurable  lives  is  in  part 
the  foundation  of  the  present  value  of  assurances,  and  if  this  fonda- 
mental  value  be  modified  by  unequal  elements  of  interest,  inconsiderate 
competition  for  the  business  of  writing  policies  will  destroy  public  faith 
in  the  system  of  insurance* 
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Fourth.  That  dishonest  managers  would  assume  high  rates  of  interest, 
offer  siightlj  lower  premiums  than  honest  competitors,  and  hold  low 
reserves,  until  an  opportunity  comes  for  profitable  retirement,  when 
they  would  take  advantage  of  it. 

Fifth.  That  variable  standards  for  reserves  would  establish  rules  for 
unjust  and  vicious  discriminations  between  citizens,  and  be  excessively 
damaging  to  the  interests  of  one  class  of  companies  to  the  undue  advan- 
tage of  another. 

Sixth.  That  the  general  establishment  of  the  life  insurance  s/stem  is  too 
recent,  and  a  practical  knowledge  of  its  ultimate  results  altogether  too 
limited,  to  allow  yet  a  recognition  of  anj  variable  net  price  of  insurance 
policies. 

Seventh.  That  the  sound  companies  being  co-existent  with  the  state,  the 
latter  maj  at  any  time  modify  its  standard  whenever  a  long-  experience  of 
the  business  may  seem  to  warrant  it ;  and 

Eighth.  That  the  stability  of  any  structure  depends  on  its  corner-stone, 
that  the  comer-stone  of  insurance  is  conservatism,  at  present,  at  least; 
and  that  conservatism  now  is  a  uniform  net  rate. 

Were  I  to  criticize  the  arguments  used  by  those  who  favor  a  variable 
standard  of  interest  in  the  computation  of  reserves  by  the  state,  I  would 
say  that  the  proposition  to  recognize,  as  a  standarcf  for  a  government 
valuation,  the  assumptions  of  interest  by  the  companies  respectively, 
admits  the  right  of  the  state  to  lix  the  uniform  rate ;  in  this,  that  the 
interest  taken  shall  not  exceed  a  fixed  amount.  To  agree  to  this,  or  to 
any  proposition  whatever  in  which  a  limit  of  interest  is  fixed,  is  only  to 
confirm  precisely  what  the  state  has  already  done,  and  to  establish  more 
firmly  the  principle  of  a  uniform  government  standard. 

If  it  is  right  at  all  to  allow  the  insurance  companies  to  reserve  upon 
their  own  assumptions  of  interest,  no  restriction  of  that  rate  whatever 
should  be  made.  If  I3  per  cent  can  be  constantly  realized,  as  it  is  in  at 
least  one  of  the  states,  and  directors  possess  sufiScient  confidence  in  the 
permanency  of  such  a  price  for  money,  to  base  net  rates  upon  it,  there  is 
certainly  just  as  good  reason  for  permitting  these  companies  to  reserve 
upon  13  per  cent,  as  to  permit  another  to  reserve  upon  six  per  cent, 
when  it  has  assumed  such  interest,  and  does  not  get  more  than  that  on 
its  stocks  and  mortgages. 

Now,  what  should  be  the  limiting  rate  per  cent?  For  one,  I  say  unhesi- 
tatingly, a  low  figure,  simply  because  it  is  clearly  upon  the  side  of  safety. 
It  should  be  from  three-quarters  to  one  per  cent  less  than  that  which  will 
be  paid  for  the  use  of  money  during  the  next  two  or  three  generations.  I 
will  not,  however,  discuss  Uiis  part  of  the  question.  Financiers  should 
decide  for  us  the  rate.  I  believe  four  or  four-and-a-half  is  the  right 
figure,  and  intend  voting  for  one  or  the  other  I  desire  only  in  this  place 
to  say  that  I  place  great  dependence  upon  the  opinion  of  the  bankers  who 
are  the  most  widely  known,  if  not  the  most  profound  in  the  country.  Jay 
Cooke  &  Co.  are  understood,  indeed,  well  known,  to  be  large  holders  of 
insurance  stocks.  This  may  or  may  not  bias  them  in  expressing  the 
opinion  that  six  per  cent  will  be  received  upon  public  investments  for 
many  years  to  come ;  yet  the  same  firm,  acting  as  the  agents  of  the 
United  States,  and  biassed  probably  only  by  a  patriotic  desire  to  do  the 
best  for  the  government,  and  thereby  for  the  people,  say  in  their  public 
prints: 

**  The  signal  success  of  the  new  five  per  cent  government  loan  fore- 
shadows the  early  funding  of  the  entire  public  debt  at  a  less  rate  than 
six  per  cent ;  andt  indicates  that  the  average  rate  of  interest  on  loanable 
capital  in  this  country  will  henceforward  be  considerably  lower  than  it 
has  been,  the  tendency  being  to  an  equalization  of  rates  between  America 
and  Europe." 

To  use  the  language  of  Tk€  Itumrane^  CiroxtcU  o€  ChictLgo,  this  shows 
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a  remarkable  difference  of  opinion  between  Jay  Cooke  ft  Co.,  bankers,, 
and  Jay  Cooke  &  Co.,  underwriters.  It  is  a  difference  easily  accounted 
for  by  the  difference  of  the  business  relations  and  interests  and  evident 
desires  of  this  distinguished  firm. 

Another  view  ofthe  present  question  alluded  to  by  the  committee  on 
valuations  cannot  be  too  strongly  impressed  upon  the  convention.  It  is 
that  any  error  which  may  be  committed  by  the  body  in  this  matter  ought 
to  be  upon  the  side  of  the  entire  safety  and  security  of  the  people ;  and 
this  will  be  done  by  adopting  a  low  rate  of  interest  instead  or  a  high  one. 
If  we  now  say  that  six  per  cent  is  the  proper  rate  of  interest,  and  in  ten, 
fifteen  or  twenty  jrears  find  that  six  per  cent  has  not*  been  and  cannot  be 
realized,  that  four-and-a-half  is  the  average  rate,  and  that  it  is  necessary 
to  raise  the  standard  to  four  or  four-and-a-half  per  cent,  the  enforcement 
ofthe  attempt  to  raise  the  reserves  from  a  six  per  cent  to  afour-ahd-a- 
half  per  cent  standard  will  ruin  every  company  in  the  country  that  has, 
under  the  law,  reserved  under  the  higher  rate  of  interest,  and  used  up  its 
surplus  in  dividends  to  policyholders  and  stockholders. 

If,  however,  we  now  assume  a  low  rate  of  interest,  (or  high  standard,) 
and  subsequently  discover  that  monev  does  bring  and  will  bring  consi- 
derably more  than  the  standard,  it  will  be  easy  enough  then  to  lower  the 
reserve;  and,  in  this  view, declaring  that  I  am  not  fully  satisfied  that 
enough  more  than  four  or  fbur-andra-half  per  cent  will  not  be  realized  to 
warrant  the  use  of  higher  rate  in  state  valuations,  I  shall  probably  vote 
for  four  or  four-and-a-half  per  cent  as  a  temporary  measure,  trusting  that 
this  convention  will  not  adjourn  without  making  provision  for  a  more 
thorough  investigation  of  this  subject,  both  by  companies  and  depart- 
ment officers  during  ensuing  years,  and  that  it  be  taken  up  for  revision 
and  further  action  after  no  great  lapse  of  time. 

Two  other  points  in  the  report  of  the  committee  demand  a  reference. 

The  committee  recommend  seriatim  valuations  in  the  state  depart- 
ments. This  is  a  matter  only  of  detail  of  the  work,  and  mav  be  left 
open.  If  a  valuation  is  made  for  the  purpose  of  testing  the  compan^'^s 
own  reserve  upon  the  same  basis,  the  work  may  be  as  well  done  by- 
grouping  the  policies,  as  by  taking  each  separately.  But  in  this  matter  I 
ag^ee  entirely  with  the  distinguished  actuary  of  the  New  York  depart- 
ment, who  suggests  that  all  that  is  necessary  is  to  investigate  the  work 
done  bv  the  company's  actuary  sufficiently  to  prove  its  correctness  or 
want  of  correctness,  and  certify  thereto.  I  will  say  further,  that  no  pro- 
fessional actuary  will  ever  furnish  his  own  company  or  a  department  with 
a  wilfully  false  result;  and  if  he  does,  the  means  of  detecting  the  error 
are  many,  and  do  not  at  all  involve  going  over  the  entire  work 
seriatim. 

Upon  the  question  of  net  valuations  as  a  test  of  solvency,  I  have  only 
to  say  that  it  ought  never  to  be  applied  in  determining  the  condition  of  a 
company  precedent  to  winding  it  up,  or  authorizing  it  to  go  on.  A  net 
valuation  deals  only  with  net  premiums  and  net  reserves,  and  does  not 
consider  the  expenses  of  a  company  at  all.  Yet  one  great  fact  of  the 
business  of  insurance  is,  that  a  loaded  premium  is  taken,  that  something- 
more  than  the  net  interest  is  received,  and  that  there  are  expenses  to  be 
paid  which  may  or  may  not  exhaust,  not  only  the  loading  but  the  excess 
of  interest.  It  is,  therefore,  the  expense  account  chiefly  to  which  we  must 
look,  when  we  are  to  solve  the  problem  ofthe  prospects  of  a  company. 

If,  by  a  net  valuation  we  have  ascertained  that  a  company's  capital  or 
surplus  has  been,  year  by  year,  running  down,  or  not  increasing  in  duo 
proportion  to  its  age  or  amount  of  business,  and  that  there  is  good  reason 
to  believe  that  a  short  time  will  develop  an  impairment  of  reserve 
beyond  an  exhausted  capital,  it  will  then  become  necessary  to  determine 
the  certaintv  of  that  development,  or  whether  the  company  has  or  not 
within  itself  the  means    of   recovering  from   its    apparent  difliculty.. 
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inthout  explaining  the  details  of  any  method  of  making  a  valuation 
which  shall  ascertain  such  conpition,  I  have  only  to  say  that  none  will 
be  practicable  and  conclusive  that  does  not  consider  the  gro8s  premiums 
receivable,  and  the  actual  expense  account,  or  some  proportion  of  the 
gross  premium,  to  be  arbitrarily  fixed  by  the  commissioners  making  the 
investigation,  which  shall  be  sufficiently  large  to  cover  the  average 
expenses  of  the  office.  A  net  valuation  will  show  the  present  relation  of 
the  company's  funds  to  the  sums  assured ;  give  the  means  of  comparison 
under  the  uniform  standard  between  companies;  and  indicate  (not 
prove)  the  general  course  of  their  business  m  the  direction  of  success, 
or  ultimate  failure;  but  it  is  only  such  a  valuation  as  I  have  described 
that  will  give  the  true  condition  of  a  company  with  reference  to  its 
ability  to  recover  from  apparent  difficulties  and  do  a  safe  business ;  and 
it  should  always  be  applied  before  any  final  proceedings  are  taken  against 
an  V  company. 

As  to  capital  stock,  I  submit  that  it  should  never  be  set  down  as  a  lia- 
bility. The  money  which  is  put  up  as  capital  stock  is  a  wager  upon  a 
commercial  risk;  and  the  interest  of  the  proprietor  is  one  not  quite 
within  the  province  of  the  state  to  protect  in  so  far  as  the  mistakes,  or 
mismanagement  of  officers  or  directors,  or  the  excess  of  the  average  in 
death  losses,  create  deficiencies;  and  so  long  as  the  policyholder  is  pro- 
tected by  funds  actually  in  possession,  it  makes  no  difference  where  they 
come  from,  if  from  the  legitimate  sources  of  premiums,  or  interest,  or 
guaranty,  or  real  capital. 

On  the  matter  of  surrender  values,  it  may  savor  of  temerity  to  express 
an  opinion,  where  all  of  the  actuarial  surgeons  who  can  dissect  a  com- 
plex problem,  as  easily  as  a  butcher  will  carve  you  a  sirloin  roast,  have 
all  agreed  to  disagree.  It  seems  to  me  that  Mr.  Homans*  proposition 
presents  the  form  of  easiest  practical  solution  in  office  work,  and  that 
it  is  the  thing  for  the  companies  to  adopt  Nevertheless,  I  would  not 
vote  here  to  recommend,  for  state  action,  any  formula  for  an  "  equitable 
surrender  value."  The  state  ought  only  to  deal  with  the  question  of 
securing  the  ultimate  fulfillment  of  the  original  contract;  and  not  at  all 
with  a  question  which  is  properly  one  of  the  private  affairs  of  each  life 
office.  Any  surrender  value  whatever  encourages  lapses,  and  is  against 
the  interest  of  the  company.  Healthy  lives  drop  out,  impaired  lives 
remain  in,  the  ratio  of  mortality  is  thereby  increased,  and  the  ability  of 
the  company  to  meet  its  obligations  is  thereby  impaired.  The  exact 
circumstances  surrounding  each  case  at  the  time  of  the  application  by 
a  policyholder  for  the  abrogation  of  his  contract,  should  be  considered; 
and  I  do  not  think  of  any  rules  that  can  be  made  in  the  statutes  to  rege- 
late the  opinions  of  medical  officers  or  the  several  relations  which  different 
degrees  of  impairment  of  health  will  bear  to  the  interest  of  a  company 
in  the  retention  or  dismissal  of  one  of  its  patrons. 

Mr.  Harvey  then  continued  as  follows : 

I  omitted  to  speak  upon  the  table  of  mortality,  for  the  reason  that  I 
agree  with  what  has  been  said  on  that  subject,  with  a  very  little  differ- 
ence. Yet  I  desire  to  call  attention  to  one  fact,  that  if  we  vote  for  four- 
and-a-half  per  cent,  mv  impression  is  that  the  convention  had  better 
adopt  the  American  table,  but  if  we  vote  for  four  per  per  cent,  |We  had 
better  adopt  the  actuaries'  table.  I  therefore  move,  that  when  the  vote  is 
taken,  we  vote  first  for  the  rate  of  interest,  and  next  for  the  table  of 
mortality. 

Seconded  by  Mr.  Caldwell,  of  Indiana. 

Mr.  Row,  of  Michigan  :  Mr.  Chairman,  I  hope  that  this  substitute  will 
not  prevail.  I  have  been  a  patient  and  an  interested  listener  to  all  the 
discussions  upon  this  subject,  and  I  should  like  to  vote  upon  the  plain 
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proposition  of  the  committee,  and  then  let  these  other  things  be  brought 
in  afterwards.  The  question  now  is  upon  the  Actuaries'  table,  and  four 
per  cent  rate  of  interest.  Let  us  vote  upon  that,  and  if  we  vote  it  down, 
then  let  us  vote  upon  some  other  plain  proposition. 

Mr.  Harvby,  of  Illinois :  In  regard  to  the  question  of  the  basis  of 
reserve,  there  is  no  practical  difference  between  the  tables  of  mortality, 
so  far  as  reserves  are  concerned,  upon  the  same  rate  of  interest.  One  of 
my  reasons  for  presenting  the  Actuaries'  four  per  cent,  and  the  highest 
standard  of  reserve,  was  to  enable  companies  which  had  met  with  mis- 
fortune by  excess  of  mortality,  as  for  instance,  through  an  epidemic,  by 
which  their  assets  were  reduced  below  the  legal  standard,  to  recuperate. 
I  had  occasion,  some  time  ago,  to  examine  the  mortality  record  of  one 
company.  In  one  year  they  had  a  mortality  of  ten  per  cent  in  excess  of 
the  Actuaries'  rate,  and  next  year  the  mortality  was  ninety-five  per  cent 
in  excess  of  the  Actuaries'  rate.  If  the  company  had  been  required  to 
hold  a  full  four  per  cent  reserve,  it  would  have  been  necessary — and  as  it 
was,  it  was  necessary  with  the  reserve  that  they  were  then  holding — to 
apply  all  of  the  pronts  arising  from  excess  of  mterest,  etc.,  during  the 
next  two  or  three  years  to  make  good  the  reserve.  It  was  for  the  purpose 
of  allowing  companies  which  were  unfortunate  to  have  the  benefit  of  the 
difference  of  interest  between  the  assumed  interest  and  the  interest 
actually  obtained,  to  recuperate,  and  to  make  good  their  reserves. 

There  is  another  thing  that  has  not  been  noticed  here  particularly, 
and  that  is  the  rate  of  mortality.  In  regard  to  the  amount  insured,  it  is 
a  fact  that  the  amount  paid  on  account  of  death-claims  is  very  largely  in 
excess  of  the  averaee  policy.  In  one  company  that  was  examined,  the 
average  policy  was  $3,700,  while  the  actual  mortality  was  $4,7oa  Of 
twenty  companies  taken  at  random,  in  every  single  one  of  them  the 
mortality,  or  amount  paid,  was  very  much  in  excess  of  that  which  should 
have  been  expected,  counting  the  mortality  upon  the  number  of  policies 
Issued. 

On  looking  over  the  Missouri  report,  I  find  that  there  are  but  two  com- 
panies doing  business  in  the  state  of  Missouri  but  have  assets  sufficient 
to  maintain  a  4  per  cent  reserve.  The  surplus  is  more  than  xo  per  cent 
in  excess  of  the  reserve  computed  upon  the  4)^  per  cent  basis ;  so  that  it 
would  be  no  hardship  to  those  companies  to  require  them  to  reserve  upon 
the  basis  of  4  per  cent.  The  plan  that  was  proposed  here  a  day  or  two 
ago,  of  allowing  companies,  in  coming  up  to  the  full  4  per  cent  reserve,  to 
go  by  tenths  of  the  difference,  would  enable  all  companies  to  enter  the 
states  that  require  a  high  reserve,  and  it  would  be  no  hardship  upon 
them. 

The  plan  that  was  proposed  for  gross  valuations  as  a  test  of  solvency, 
was  only  for  exceptional  cases  where  the  companies  have  through  mis- 
fortune, fallen  below  the  line  of  reserve. 

In  the  case  of  the  Illinois  companies,  there  are  one  or  two  that  have  by 
the  late  fire  lost  their  offices  and  buildings,  a  number  of  mortgages,  and 
a  quantity  of  collateral  securities,  thus  dropping  their  assets  below  the 
fuU  4  per  cent  reserve.  They  are  desirous  of  maintaining  a  4  per  cent 
reserve,  and  they  want  thQ^relief  that  would  be  given  them  for  that  pur- 
pose by  this  gross  valuation.  Net  valuations  never  should  be  taken  as  a 
test  of  solvency.  The  value  that  the  companies  have  in  reserve  receivable 
should  be  taken  into  consideration.  It  may  be  that  a  gross  valuation 
test  would  require  a  very  much  higher  reserve  in  the  case  of  some  com- 
panies— in  fact  I  know  it  would — than  net  valuation.  It  would  always  be 
so  when  the  premium  actually  charged  did  not  exceed  the  net  paemium, 
with  the  margin  that  was  proposed  to  be  allowed  for  expenses  and  con- 
tingencies. 

In  regard  to  the  report  of  the  committee,  I  wish  to  express  my  obliga- 
tion as  an  actuary  to  General  Smith  for  the  information  it  contains. 
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That  information  it  very  valuable  to  every  one  who  is  interested  in  the 
subject  of  life  insurance.  And  it  is  time  that  actuaries  and  others  who 
are  engaged  in  this  business  should  show  the  people  who  pay  the  pre- 
miums, just  exactly  what  we  are  giving  them  for  their  money.  The 
people  want  to  be  and  ought  to  be  educated  more  as  to  what  life  insur- 
ance is.  And  then  there  will  not  be  the  hazards  to  the  business  that  there 
are  now;  there  will  not  be  the  lapses,  and  there  will  not  be  the  expenses 
in  doing  the  business,  the  great  waste  in  extraordinary  expenses  to  get 
new  business,  that  there  is  at  present.  I  hope,  Mr.  Chairman,  that  the 
motion  to  adopt  the  Actuaries*  table  of  mortality  and  4  per  cent  interest 
will  prevail. 

^r.  MiiXER,  of  New  York:  The  gentleman  will  pardon  me  for  the 
suggestion  that  this  subject  has  already  received  attention  and  been  acted 
upon  by  the  convention  in  the  adoption  of  the  form  of  blank  at  the  last 
session ;  where  the  practice  was  adopted  of  making  cross  entries,  so  to 
speak — that  is  crediting  where  the  company  was  charged  with  liability 
upon  a  policy,  admitting  unrealized  premiums  or  deferred  premiums  to 
the  extent  of  the  liability  charged  against  the  policy,  And  no  more.  I 
merely  suggest  whether  that  principle  was  not  adopted  by  the  action  of 
the  convention  at  that  time. 

Mr.  Smith:  I  think  it  was.  Nevertheless  I  thought  it  important  to 
bring  the  attention  of  the  convention  to  the  fact  that  there  was  a  depart- 
ure in  this  Tespect. 

The  motion  to  lay  on  the  table  was  carried. 

Mr.  Smith  :  I  prefer  that  this  convention  should  not  take  this  whole 
thing  solid.  I  will  therefore  read  each  point  separately.  The  next  point 
is  this : 

We  report  that  a  surrender  charc^e  does  not  pertain  to  nei  valuations, 
but  belongs  to  what  has  been  called  the  ** commercial  aspects"  of  life 
insurance  or  the  ordinary  business  matters  of  expenses,  profit,  etc.,  which 
do  not  enter  into  calculations  oinet  values ;  and  that  surrender  charge  is 
a  proper  subject  for  specific  agreement,  to  be  expressed  in  the  terms  of 
the  contract  made  between  companies  and  policyholders.  So  far  as  net 
calculations  can  go,  the  surrender  value  at  any  time  is  the  net  value  of 
the  policy  at  the  time. 

The  report  of  the  committee  in  regard  to  surrender  charge  just 
read,  was  then  adopted  unanimously  by  the  convention.  Mr. 
Smith  then  read  the  following  from  the  report : 

Instead  of  attempting  to  introduce  uniformity  in  the  designations  of 
the  present  great  variety  of  policies,  we  urgently  advise  the  companies  to 
greatly  reduce  the  present  number  of  different  kinds  of  policies. 

Adopted  unanimously.     Mr.  Smith  then  read  from  the  report, 

the  following : 

We  recommend  the  acceptance  by  each  state  department  of  the  valua- 
tions made  by  any  other  state  department  (in  which  the  companies  were 
incorporated,)  when  properly  performed  on  sound  and  recognized 
principles ^and  legal  basis  as  above;  and  that  the  'Mist of  policies  and 
securites"  required  in  detail  in  the  annual  statements,  be  made  to  one 
state  department  onlv,  (to  the  state  under  whose  laws  the  company  was 
organized,  and  which  has  at  the  time  a  regularly  organized  insurance 
department;)  provided  the  company  shall  furnish  to  Uie  departments  of 
other  states  a  certificate  of  the  commisstoner  or  superintendent  of  such 
state  department,  setting  forth  the  existing  value  of  all  its  outstanding 
policies  on  the  data  designated  above ;  and  that  every  company  that  fails 
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promptly  to  furnish  the  certificate  aforesaid,  shall  be  required  to  make 
full  detailed  lists  of  policies  and  securities  to  the  insurance  department  of 
everjr  state  in  which  it  maj  have  been  transacting  usiness  during  the 
year  for  which  the  statement  is  made ;  and  shall  be  liable  in  each  state 
for  all  charges  and  expenses  consequent  upk>n  not  haying  furnished  the 
certificate  of  valuation  referred  to. 

Mr.  Barnbs,  as  proxy  for  Mr.  Clarke  of  Massachusetss :  If  the  gentle- 
man from  Illinois  will  permit  me,  I  would  like  to  ask  one  question^ 
In  this  pro|>osition  to  make  up  by  tenths  the  difference  between  four  and 
four-and-a-half  per  cent,  is  that  one-tenth  of  the  difference  at  the  time  of 
the  formation  of  the  company,  or  one-tenth  of  the  difference  which 
remains  at  the  end  of  every  year? 

Mr.  Harvst,  of  Illinois :  At  the  time  the  company  is  admitted  to  the 
state.  AH  new  business  and  all  old  business  should  have  that  set  aside 
to  make  good  the  four  per  cent. 

The  resolution  of  Mr.  Harvey,  of  Missouri,  was  again  called 
up,  but  was  ruled  to  be  out  of  order  by  the  chair,  and  a  vote  w^as 
then  taken  upon  the  motion  of  Mr.  Harvey,  of  Illinois,  that  the 
convention  adopt  the  Actuaries'  Table  of  mortality  and  four  per 
cent  interest.  There  being  no  objection,  the  vote  was  first  taken 
upon  the  question  of  substituting  four  per  cent  instead  of  four- 
and-a-half  per  cent;  which  was  lost  by  a  vote  of  six  ayes  and 
nineteen  noes. 

With  tlie  consent  of  the  convention,  Mr.  Harvey,  of  Illinois, 
withdrew  his  proposition  that  the  Actuaries'  Table  of  mortality  be 
adopted. 

VOTK   ON  THE   MORTALITY    TaBLB    AND    RaTB   OF   INTEREST. 

The  President  then  announced  that  the  report  of  the  committee 
was  before  the  convention,  without  amendment,  for  adoption  or 
rejection. 

Mr.  Harvey,  of  Missouri,  moved  that  the  vote  first  taken 
be  upon  the  rate  of  interest  and  table  of  mortality  only.     Carried. 

The  roll  of  the  states  was  then  called,  and  the  states  of  Ala- 
bama, Arkansas,  California,  Illinois,  Indiana,  Iowa,  Kansas, 
Kentucky,  Louisiana,  Maine,  Michigan,  Minnesota,  Mississippi, 
Missouri,  Nebraska,  New  Hampshire,  New  Jersey,  New  York, 
North  Carolina,  Ohio,  Rhode  Island,  Tennessee  and  Virginia, 
voted  in  the  afiirmative,  and  the  states  of  Massachusetts  and 
Wisconsin  against  the  report. 

Mr.  Harvky,  of  Illinois :  I  wish  to  change  my  vote.  I  vote  in  this 
convention,  under  instructions  from  theauditorof  the  state  of  Illinois,  for 
the  Actuaries  Rate  of  Mortality,  unless  a  unanimous  vote  can  be  obtained 
for  some  other  standard.  I  therefore  change  my  vote  and  vote  **  no." 
My  vote  would  have  remained  **  aye"  if  we  had  had  a  unanimous  vote. 

The  chairman  announced  that,  by  a  vote  of  twenty-two  ayes 
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and  three  noes,  the  national  convention  recommended  to  the  state 
legislatures  that  a  uniform  rate  of  interest  of  four-and-a-half  per 
cent,  and  the  American  Experience  Table  of  Mortality,  be  fixed 
by  law  as  the  basis  for  calculating  the  reserves  of  life  insurance 
companies,  for  state  valuations  of  life  insurance  policies. 

Mr.  Smith,  of  Kentucky :    I  now  moye  that  the  next  line  of  this  report 
be  taken  up,  and  the  valuation  of  policies  be  made  seriatim.    The  com- 
mittee are  satisfied  that  this  is  the  essential  and  all-important  matter  in 
reference  to  life  insurance  calculations  of  policies.     It  is  easier,  now,  to 
find  out  the  precise  net  value  of  a  policy,  smce  we  have  a  table  of  interest 
and  rate  of  mortality  established ;  but  we  want  it  done  right,  and  well 
done,  and  to  know  what  is  the  amount  we  ought  to  have  in  reserve.    It  is 
a  great  subject,  in  controlling  this  business.     But  there   is  one   more 
important  yet  —  the  fact  that  this  thing,  when  done,  is  utterly  of  no 
account  unless  we  can  follow  it  up,  and  get  hold  of  the  money.     There- 
fore, I  think   it  vastly  important  that  the  valuation  of  policies  be  made 
Mriatim.     But  when  I  say  seriattm^  I  do  not  mean  that  if  there  are  a 
thousand  policies  of  a  particular  kind,  all  of  the  same  nature,  and  you 
can  make  one  calculation  do  for  the  whole  thousand,  that  you  have  to  go 
through  the  nine  hundred  and  ninety-nine  others  to  get  at  precisely  the 
same  result.     If  one  particular  policy  covers  a  thousand  other  policies, 
inth  just  exactly  the  same  kind  of  figures,   the  calculation  is  made 
seriatim.,  when  you  make  it  for  one  and  multiply  it  by  one  thousand. 
First,  let  us  see  the  foundation  called  for  by  this  data,  and  then  see  that 
the  money  is  there.    Then  we  will  have  attained  perfect  security,  and  it 
will  command  the  confidence  of  every  business  man  in  the  country,  from 
one  end  to  the  other.     Short  of  that,  I  am  very  fearful  of  the  result. 
These  calculations,  made    in  this  way,  will  correspond  all    over    the 
country,  and  we  won't  have  the  terrible  differences  and  doubts,  and  the 
conclusion  that,  perhaps,  none  are  right  and  all  wrong.    I  move,  there- 
fore, that  we  take  np  this  question. 

The  chairman  then  put  the  question  upon  the  motion  of  Mr. 
Smith  as  to  seriatim  valuation,  and  it  was  carried,  only  Mr. 
Fackler,  special  delegate  from  Tennessee,  voting  in  the  negative. 

The  secretary  then  read  as  the  next  subject  in  the  report,  for 
the  action  of  the  convention,  the  following : 

That  on  the  31st  day  of  each  year,  every  company  be  required  to  show 
that  it  has  on  hand,  to  the  credit  of  each  of  its  policies  then  in  force,  an 
amount  oi  bona  fide  assets  equal  to  the  net  value  of  each  policy  on  that 
day,  computed  upon  the  table  of  mortality  and  rateof  interest  designated 
above.  This  excludes  from  the  accounts  '*  policies  not  taken,"  *' unpaid 
premiums,"  and  **  deferred  premiums." 

Mr.  Smith  :  In  reference  to  that  paragraph  of  the  summary  I  want  to  say 
a  word  or  t^ro,  and  I  will  first  read  a  preceding  paragraph.  Of  course,  I 
could  not,  in  that  summary  of  one  page,  get  in  all  the  ideas  of  the  pre- 
vious seventy-five  or  eighty  pages.  But  bearing  directly  upon  that  ques- 
tion I  find  this  paragraph  : 

The  theory  ot  net  values  assumes  that  the  net  premium  is  paid  in 
advance.  All  calculations  are  based  on  a  table  of  yearly  mortality  and 
interest  at  a  fixed  rate  per  annum.  Your  committee  recommend  that 
every  life  insurance  company  be  charged  with  the  net  value  of  every 
policy  reported  to  be  in  force,  and  that  the  companies  be  required  to 
have  in  hand  hona-fide  assets  to  meet  the  liability.  This  will  keep  out  of 
the  accounts  the  long  lists  of  '*  policies  not  taken,"  and  save  a  world  of' 
complication  and  doubt  by  excluding  all  unpaid  and  deferred  premiums 
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and  in  this  respect  make  the  practice  conform  to  the  theory  — payment  i» 
advance. 

If  Mr.  McKay  read  that  sentence,  his  comments  on  this  report  were 
utterly  unjustifiable.  He  has  seen  fit  to  come  before  this  convention 
and  state  that  we  were  unfair,  and  unjust,  and  arbitrary,  and  a  variety  ot 
other  things.  And  yet  here  is  this  elementary  and  fundamental  theory 
of  demanding  payment  in  advance.  Now  the  established  rule  is  exactly 
the  opposite.  In  writing  that  part  of  this  report,  when  it  was  brought 
before  the  committee  and  commented  upon  at  length,  I  said  what  I  now 
want  every  member  of  this  convention  to  know,  that  I  put  it  there 
purposely,  that  the  companies,  the  state  ofiicers  of  supervision  of  insur- 
ance, and  the  policyholders,  should  know  what  the  theory  in  this  case 
demanded,  and  look  to  it  when  they  were  varying  from  it. 

Now  there  is  another  point  connected  with  it  This  would  more 
effectually  close  the  door  against  assets  that  are  not  real  than  any  other 
one  thing  that  I  know  of  in  the  business.  We  have  stopped,  then,  square 
upon  this  theory.  We  would  know  precisely  where  we  are.  I  did  not 
suppose  the  convention  would  adopt  it,  even  with  this  modification  at 
the  end  of  the  report;  and  I  beg  that  the  gentlemen  will  pay  close 
attention  to  that,  and  remember  that  in  that  case,  as  in  everything  else 
contained  in  the  report,  we  meant  every  word.  But  I  do  not  wish  a  single 
member  of  this  convention  to  take  a  thing  in  it  until  he  is  satisfied. 

Mr.  Fackler — (Special  delegate  from  Tennessee) — With  all  respect  to 
the  Committee  on  valuations,  I  think  that  we  have  nqw  adopted  all  that 
portion  of  the  report  which  was  directly  referred  to  them — the  rate  of 
mterest  for  reserves,  and  the  table  of  mortality.  All  of  the  rest  refers  to 
the  winding  up  of  companies,  and  the  way  assets  should  be  counted, 
suggestions  for  which  we  are  much  indebted  to  the  gentleman,  and  which, 
will,  no  doubt,  have  their  weight  when  the  question  submitted  to  the 
committee  on  the  winding  up  of  companies  comes  up  for  consideration. 
For  this  reason,  I  move  that  all  the  rest  of  the  report  of  the  committee 
be  laid  on  the  table,  until  we  hear  from  the  committee  on  winding  up 
companies. 

Seconded  by  Mr.  Williams,  of  Ohio. 

Mr.  Smith. — Mr.  Chairman,  the  gentleman  is  mistaken.  I  supposed 
that  everv  gentleman  here  would  inter  from  what  I  have  said  that  I  do 
not  stand  to  press  and  try  to  get  this  matter,  in  regard  to  deferred  pre- 
miums, through.  I  do  not  care  whether  it  is  postponed  or  laid  on  the 
table,  or  what  is  done  with  it.  But  bear  in  mind  that  we  report  a  sur- 
render change,  and  that  was  distinctly  and  positively  referred  to  thia 
committee. 

Mr.  Facklbr. — I  beg  your  pardon.     I  had  forgotten  that. 

Allow  me  tn  amend  my  motion  in  this  way ;  that  we  lay  on  the  table 
that  part  of  the  report  embraced  between  the  portion  just  adopted  down 
to  the  paragraph  commencing,  '*  we  report  a  surrender  charge,  etc.** 

Mr.  Smith. — I  have  no  objection  to  its  being  laid  on  the  table  with  the 
understanding  that  it  must  come  up  again  somewhere. 

Mr.  Facklbr  :  Certainly,  it  must  come  up  again. 

Mr.  Smith  then  added :  In  writing  that  part  of  this  report  I  felt  that 
I  might  be  going  upon  dangerous  ground,  and,  for  this  reason,  that  if  thia 
thing  is  not  done  right  it  had  a  vast  deal  better  not  have  been  done  at  all 
as  a  false  security.  And  the  question  in  my  mind  was  whether  each  and 
insurance  commissioner  now  and  hereafter,  would  stand  square  up  to  his 
work  and  do  it  as  it  ought  to  be  done. 

But  I  have  great  faith  that  this  thing  within  a  few  years  will  be  much 
better  understood  than  ever  before ;  and  when  right  minded  men  know 
the  nature  of  the  business  they  are  engaged  in,  and  that  it  is  plain  and 
easy  and  necessary  to  be  done,  they  will  have  it  done  and  have  it  done 


219 

right.  There  is  one  thing  that  will  cover  the  great  element  of  danger 
there  certainly  is  in  this  |>aragraph  unless  it  is  provided  for,  and  that  is 
this :  the  final  right  of  the  insurance  commissioner  of  each  and  every  state, 
when,  for  reasons  satisfactory  to  himself,  he  believes  that  the  interests  of 
the  policyholders  of  the  company  are  not  properly  cared  for,  to  go  into 
the  office  of  the  company  and  find  out  all  about  it.  I  therefore  move  the 
adoption  of  this  recommendation. 

Seconded  by  Mr.  Row  of  Michigan,  and  adopted  unanimously. 
Mr.  Smith  then  read  the  following : 

We  recommend  that  the  power  be  reserved  to  the  principal  insurance 
officer  of  each  state  to  examine,  or  cause  to  be  examined,  every  detail  of 
the  business  of  every  company  transacting  the  business  of  insurance 
within  that  state,  whenever,  in  his  judgment,  such  examination  is  required 
by  the  interests  of  the  policyholders  of  such  company. 

Mr.  Harvey,  of  Missouri :  I  now  desire  to  offer  a  resolution — and  upon 
this  I  desire  to  make  my  speech  through  Mr.  Falk,  the  late  actuary  of 
the  National,  of  Vermont — it  is  as  follows : 

RtMolved,  That  capital  stock  shall  not  be  regarded  as  a  liability  to  be 
covered  into  the  gross  assets  of  life  companies ;  and  that  no  report  should 
be  published  by  a  department,  setting  forth  impairments  of  capital  if  any 
exist 

The  motion  was  laid  upon  the  table. 

Mr.  Kblsby,  of  New  Jersey,  from  the  committee  on  blanks, 
presented  the  report  of  that  committee,  which  was  laid  upon  the 
table. 

The  secretary  then  read  the  following  communication,  which 
was  laid  upon  the  table : 

To  Groros  W.  Millbr,  Esq., 

President  of  the  Convention  of  Fire  Insurance  Superintendents. 

The  English  companies  would  respectfully  ask  the  convention  to  ^x 
the  time  for  making  our  statement  of  the  condition  affairs  of  the  com- 
panies from  the  parent  offices  annually,  in  the  month  of  June,  for  the 
fiscal  year  next  preceding,  and  the  supplementary  statement  for  the  busi- 
ness in  the  United  States  in  the  month  of  February  for  the  year  next 
preceding,  ending  3i8t  of  December. 

^  The  reasons  are,  the  extensive  btlsiness  of  the  companies  require  this 
time  to  perfect  these  statements. 

Charlss  E.  White, 
Asssociate  Manager  North  British  and  Mercantile  Insmrance  Company. 

Amos  Pbll, 
Resident  Manager  Liverpool  and  London  and  Globe  Insurance  Co*s. 

E.  W.  Crowbll, 
Imperial  Fire  Insurance  Company. 

Alligbr  Bros., 
Commercial  Union  Aassurance,  London, 

William  H.  Ross, 
Manager  Queens  Insurance  Company. 

A.  B.  McDonald, 
Agent  Royal  Insurance  Company. 

The  convention  then  adjourned  to  meet  at  the  St.  Nicholas 
hotel  at  7  1-2  P.  M. 
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EVENING  SESSION. 

The  convention  was  called  to  order  at  7.30  by  Vice-President 

Breese. 

Mr.  Belknap  :  Before  the  convention  proceeds  to  business,  I  wish  to 
state  that  I  was  unavoidably  absent  this  morning  from  the  session.  I 
desire  that  my  vote  be  recorded  as  favoring  the  action  of  the  convention 
in  the  adoption  of  4^  per  cent  interest,  and  the  American  Experience 
mortality  table. 

The  Chairman  announced  that  the  order  of  business  before 
the  convention  was  the  consideration  of  blanks. 

Mr.  Harvey,  of  Missouri,  from  the  committee  on  blanks, 
reported  a  form  of  blanks,  stating  that  the  committee  unani- 
mously recommended  their  adoption. 

The  convention,  after  discussion,  adopted  the  following  form  of 
blanks : 

Mr.  Harvey,  of  Missouri,  from  the  committee  on  blanks, 
reported,  as  the  blank  for  fire  insurance  companies,  the  form 
printed  in  the  proceedings  of  the  convention  for  the  May  session. 

The  report  was  adopted. 

On  motion  of  Mr.  Row  the  report  of  the  committee  on  perma- 
nent organization  was  taken  up. 

The  Secretary  read  the  report  as  follows : 
Supplementary  Report  by  the  Committee  on  Permanent  Orgam- 

IZATION. 

The  constitution,  reported  from  this  committeei  by  Mr.  A.  W.  Paine, 
chairman,  having  been  laid  upon  the  table,  and  subsequently  re-commit- 
ted to  the  committee  for  amendment,  after  consultation  with  leading 
ing  insurance  companies,  your  commjttee  have  the  honor  to 

report 

« 

that  they  have  carefully  revised  the  document  referred  to,  changed  its 
form,  and  now  present  it  to  the  convention  for  consideration.  They 
have  elicited  the  views  of  representatives  of  the  fire  and  life  insurance 
companies,  and  find  an  apparently  unanimous  feeling  in  favor  of  the 
permanent  organization  of  the  convention;  it  being  the  expression  of 
more  than  one  influential  underwriter  that,  without  this,  little  if  any 
result  of  a  practical  nature  will  follow  the  two  sessions  which  have 
already  been  held.  It  was  also  remarked  to  the  committee  that,  simply 
as  a  school  of  instruction  for  not  only  the  insurance  officials,  but  officers 
of  private  corporations  as  well,  its  permanent  establishment  would 
be  worth  to  the  companies  contributing  its  expenses  far  more  than  its 
cost. 

Your  committee,  after  full  consideration  of  the  subject,  have  fixed 
upon  New  York  as  the  best  place  for  the  annual  meetings.  Here  we  are 
within  easier  reach  of  all  sources  of  insurance  knowledge  than  we  could 
be  anywhere  else  in  the  country ;  and  we  can,  at  any  time,  hold  consulta- 
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tion  with  the  highest  authorities  on  marine,  fire  and  life  underwriting ; 

which  considerations  alone,  to  say  nothing  of  the  many  others  which 

will  naturally  suggest  themselves,  should  decide  the  matter  and  all  local 

preferences.  Respectfully  submitted, 

J.  F.  Hartranft, 
Samuel  H.  Rows, 
John  Gillbspir. 

The  Secrbtary  read  the  constitution  reported  by  the  commit- 
tee, as  follows : 

CONSTITUTION. 

Art.  I. — An  Association  by  the  name  of  the  National  Insurance 
Convention  of  the  United  States  is  hereby  formed  by  the  officers  haying 
charge  of  the  insurance  departments  of  their  respective  states,  for  the 
purpose  of  consultation  on  matters  pertaining  to  Uieir  general  superin- 
tendency. 

II. — In  each  state  Where  no  such  department  exists,  the  governor  shall 
have  the  right  to  appoint  a  member,  provided  that  no  member  shall  be 
connected  with  any  insurance  company  as  officer,  agent,  or  otherwise. 

III. — The  state  officers  in  charge  of  insurance  affairs  shall  also  have  the 
right  to  depute  a  person  eligible  under  the  foregoing  rule  to  represent 
them  in  the  event  of  their  not  being  able  to  personally  be  present  at  any 
meeting. 

IV. — ^There  shall  be  only  one  member  from  each  state. 

V. — ^The  officers  shall  bie  a  president,  vice-president,  secretary,  and  an 
executive  committee  of  five,  of  which  the  president  and  secretary  shall  be 
members  est- officio ;  and  all  shall  be  chosen  by  ballot  at  each  annual 
meeting,  and  hold  office  until  others  are  elected. 

VI. — It  shall  be  the  duty  of  the  president  to  preside  at  all  meetings  of 
the  convention ;  or,  in  case  of  his  absence,  such  duty  shall  devolve  upon 
the  vice-president. 

It  shall  be  the  duty  of  the  secretary  to  keep  the  records  of  the  conven- 
tion, conduct  its  correspondence,  supervise  the  printing  of  its  proceed- 
ings, and,  generally,  to  attend  to  ana  promote  the  interests  of  a  more 
efficient  and  uniform  system  of  governmental  insurance  supervision  in 
the  United  States.  The  secretary  shall  devote  himself  to  these  matters 
in  the  interim  between  the  annual  sesions  of  the  convention,  and  receive 
an  annual  salary  to  be  fixed  by  the  executive  committee. 

The  executive  committee  shall  have  the  general  oversight  and  direction 
of  affairs,  and  shall  'make  proper  general  arrangements  for  facilitating 
the  work  of  the  convention;  and  in  case  of  a  vacancy  in  the  offices  of 
president  and  vice-president,  shall  elect  a  temporary  president. 

VII — The  annual  meeting  shall  be  held  in  the  city  of  New  York  on  the 
third  Wednesday  of  May. 

VIII. — The  general  rules  for  the  government  of  the  association  at  its 
meetings  shall  be  those  ordinarily  adopted  by  deliberative  assemblies, 
and  each  state  and  district  shall  have  one  vote. 

IX. — These  rules  may  be  amended  or  annulled,  and  new  ones 
adopted,  at  any  meeting  of  the  convention. 

Mr.  Gaikbs  :  I  am  aware  that  it  is  altogether  likely  that  this  will  be 
my  last  term  in  the  convention ;  therefore,  what  I  may  say  as  to  the  con- 
stitution may  be  said  without  indelicacy,  I  trust.  I  would  suggest,  with 
deference  to  the  services  of  the  committee,  that  I  think  it  impracticable 
to  state  the  place  for  the  permanent  assembling  of  the  convention,  at 
all,  and  particularly  that  the  place  be  not  variable.  I  think  it  would  be 
better  that  the  convention  adjourn  from  one  session  to  another,  naming 
both  the  time  and  place  of  meeting.  While  it  is  altogether  possible  that 
the  convention  will  always  meet  in  the  city  of  New  York,  there  may  be 
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reasons,  ftt  some  time  in  the  tuture,  why  it  should  meet  elsewhere,  and 
the  amending  of  the  constitution  is  impracticable;  in  the  first  place, 
because  a  session  would  have  to  be  held  at  a  place  where  it  might 
be  impracticable  to  hold  it  before  a  vote  could  be  taken  on  the 
amendment  at  all.  I  think  it  would  possibly  be  best  that  the  matter  of 
the  time  and  place  of  the  meeting  of  the  convention  be  left  to  the  execu- 
tive committee,  so  that  they  may  be  governed  by  circumstances;  by 
either  invitations  from  corporations  to  hold  their  sessions  in  their  cities, 
or,  some  occurrence  similar  to  the  disastrous  fire  at  Chicago,  might,  in 
the  opinion  of  the  executive  committee,  make  it  necessary  to  meet  at 
some  other  times  than  that  stated  in  the  constitution  for  its  permanent 
meeting. 

I  think  the  convention  is  inappropriately  named ;  "  National  Insurance 
Convention  "  I  hardly  think  sufficiently  defines  how  this  convention  is 
constituted,  and  I  would  suggest  as  a  substitute  for  that  name  **  The 
National  Convention  of  the  Principal  Officers  of  the  Insurance  Depart- 
ments of  the  States ;"  or,  **  Officers  of  the  States,  having  the  matters  of 
insurance  in  charge,"  so  that  if  there  were  no  department,  an  auditor  of 
the  state,  having  the  matters  of  insurance  specially  under  his  charge, 
would  be  the  proper  officer  to  attend  a  convention.  In  the  next  place, 
'\Where  no  insurance  department  exists,  the  governor  shall  have  the 
right  to  appoint  a  member,  provided  that  no  member  shall  be  connected 
with  any  insurance  company  as  officer,  agent,  or  otherwise.'*  Now, 
assuming,  in  the  first  place,  that  the  governor  of  the  state  is  the  proper 
person  to  determine  who  will  best  represent  his  state,  I  think  that  there 
should  be  no  restriction  placed  upon  his  appointment.  In  the  next 
place,  while  it  may  be  very  well  to  exclude  from  the  convention  officers 
and  agents  of  companies,  for  a  very  obvious  reason,  which  does  no  dis- 
courtesy to  anybody,  I  am  sure,  to  give  the  restriction  such  broad  appli- 
cation as  is  expressed  here  in  the  words  '*  or  otherwise,"  would  exclude 
actuaries,  the  most  competent  insurance  persons  in  the  states,  it  might 
very  frequently  happen,  as  in  our  experience  it  has  happened.  The 
simple  fact  of  a  gentleman  being  consulting  actuary  to  a  company,  then, 
would  exclude  him  from  representation  in  the  convention.  I  think  the 
restriction  is  a  little  too  broad. 

**  The  state  officers  in  charge  of  insurance  affairs  shall  also  have  the 
right  to  depute  a  person  eligible,  under  the  foregoing  rule,  to  represent 
them,  in  the  event  of  their  not  being  able  to  personally  be  present  at  any 
meeting." 

Now,  while  it  is  given  to  the  governor  to  appoint  in  states  where  there 
is  no  insurance  department,  it  is  subsequently  given  to  the  officer  having 
in  charge  insurance  affairs.  (There  might  very  well  be  no  insurance 
department,  and  there  might  be  an  officer  having  in  charge  insurance 
affairs.  There  is  a  conflict  of  jurisdiction,  then,  as  to  the  matter  of 
appointment,  inasmuch  as  an  officer  not  having  specifically  in  charge 
insurance  affairs,  would  not  be  likely  to  pay  so  much  attention  to  all 
insurance  interests  as  an  officer  of  an  insurance  department;  I  think  it 
would  be  best,  where  there  is  no  insurance  department  that  the  governor 
alone  appoint  the  delegate. 

I  believe  those  [are  all  the  suggestions  I  have  to  make.  I  have  not 
written  them  in  form. 

Mr.  Harvey,  of  Missouri :  Mr.  Chairman,  I  have  an  amendment.  I 
have  had  by  letter,  and  also  by  telegraph,  a  request  from  my  superior 
officer,  Mr.  King,  the  superintendent  of  the  insurance  department  of 
Missouri,  made  upon  behalf  of  the  insurance  companies  of  Missouri, 
and  I  understand  also  the  citizens  of  St  Liouis,  that  Uie  convention  meet 
at  its  next  session  in  the  city  of  St  Louis.  The  insurance  officers  of  the 
several  states  will  be  welcomed  there  cordially,  both  by  the  companies, 
which  represent  both  interests,  of  life  and  fire,  and  by  the  citiaens.    I 
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desire  to  offer  the  following,  as  a  substitute  for  so  much  of  the  report  of 
the  committee  as  relates  to  the  meeting,  and  simply  ask  that  a  vote  be 
taken  upon  it. 

''Resolved^  that  the  session  of  the  national  insurance  convention  of 
XS72  shall  be  held  in  the  city  of  St.  Louis,  Mo.,  upon  the  day  fixed  in  the 
constitution  of  this  convention." 

Mr.  Olcott,  the  secretary :  I  second  that,  as  the  proxy  of  the  gentle- 
man from  Arkansas,  but  will  state  in  connection  with  the  subject,  that 
while  it  is  immaterial,  I  presume,  to  the  members  of  the  convention  where 
the  session  should  be  held,  so  far  as  the  personal  trouble  is  concerned, 
and  while  it  is  immaterial  to  the  convention  itself  so  far  as  the  expenses 
are  concerned — for  it  makes  no  difference  where  the  convention  is  held, 
the  expenses  will  be  the  same  probably,  if  you  take  any  central  point — ^^et 
as  far  as  convenience  for  doing  business  is  concerned,  for  obtaining 
knowledge  upon  all  the  branches  of  insurance,  having  easy  access  to 
all  the  eminent  actuaries,  all  the  eminent  presidents  of  companies  who 
have  had  the  widest  experience,  some  point  east  of  the  Alleghany  moun* 
tains  ought  to  be  selected ;  and  if  the  principal  office  of  the  convention 
should  be  held  in  New  York,  and  its  records  kept  there,  it  would  seem 
rather  like  making  the  mountain  go  to  Mahomet  than  having  Mahomet 
go  to  the  mountain,  to  move  it  away  from  the  central  point.  But  I  am 
instructed  to  cast  the  vote  of  Arkansas  for  it  to  go  to  Missouri. 

Mr.  Row  :  As  far  as  I  am  concerned,  I  will  state  that  the  committee  on 
which  I  was  placed  with  Mr.  Gillespie  and  Mr.  Hartranft,  who  have  gone 
away,  decided  upon  New  York  as  the  place  of  meeting,  for  the  reasons 
suggested  by  the  gentleman  from  Arkansas,  (laughter)  that  we  thought 
New  York  was  the  great  commercial  centre,  and  also  that  in  New  York  we 
could  obtain  the  information  which  we  desire  upon  all  kinds  of  under- 
writing; and  moreover,  it  would  be  better  to  have  a  permanent  office 
where  the  records  could  be  kept,  and  New  York  being  as  accessible  a 
point  as  any  for  all  of  us,  we  deemed  it  advisable  to  fix  upon  it,  at  least 
for  the  next  meeting. 

The  question  being  on  the  adoption  of  the  resolution  offered  by 
Mr  Harvey,  it  was  lost. 

Mr,  Gainxs:  I  move  that  the  report  of  the  special  committee  be 
received,  and  the  committee  discharged. 

Mr.  Wbbb  :  That  always  is  done  unless  objection  is  made. 

Mr.  Gainbs  :  I  move  tnat  the  constitution  be  taken  up  by  paragraphs, 
uriaiim. 

The  secretary  read  article  I,  of  the  constitution. 

Mr.  Gaimks:  I  move  to  amend  by  striking  out  the  word  ''provided' 
and  all  following  and  add  '*and  shall  be  a  citizen  of  the  state  in  which 
appointed.** 

Mr.  Brbbsb  :  I  second  the  amendment. 

Mr.  Row :  That  would  include  any  person  whom  the  governor  might 
see  fit  to  appoint,  I  suppose. 

Mr.  Gainbs  :  Yes,  sir. 

Mr.  Row :  Whether  he  was  connected  with  any  insurance  company  or 
otherwise  ? 

Mr.  Gaimbs  :  That  is  just  it,  exactly. 

Mr  Row :  The  report  ot  the  committee  was  made  just  as  it  was,  for  the 
reason  perhaps  evident  to  all,  to  which  the  gentleman  from  Louisiana 
has  alluded,  that  there  might  be  some  difiSculty  in  appointing  by  the 
governor,  an  agent  of  a  life  insurance  company  to  represent  his  state  in 
the  convention.  I  think  the  principle  of  the  report  is  correct,  although 
we  may  not  be  able  to  carry  it  out  in  all  its  details;    but  the  idea 
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has  been  suggested  by  several  members  of  this  convention,  to  me, 
and  other  members  of  this  committee,  that  if  agents  of  companies 
were  to  be  appointed,  and  they  participated  in  the  convention,  for  that 
very  reason  they  might  have  difficulty  in  setting  through  the  legis- 
lature such  measures  as  might  be  recommended.  It  might  be  said  that 
the  companies  themselves  were  interested,  and  had  their  agents  here  to 
represent  them,  although  I  do  not  throw  this  out  as  having  been  the  case 
at  all,  but  simply  the  reasons  which  influenced  the  committee  I  would 
also  state  that  the  gentleman  said  that  it  would  eiclude  actuaries,  but  as 
has  already  been  suggested,  we  can  have  the  benefit  of  all  the  actuaries* 
knowledge  by  calling  the  gentlemen  in  to  testify,  which  we  have  done 
and  shall  always  be  glad  to  do,  as  far  as  I  am  concerned. 

Mr.  Olcott  :  I  have  to  sav,  in  regard  to  this  question,  that,  during  the 
recess,  having  had  to  do  all  the  executive  business  of  the  convention, 
I  have,  of  necessity,  been  thrown  into  constant  communication  with  the 
officers  of  the  fire,  life,  and  marine  companies;  in  fact,  I  may  say 
daily  communication,  and  when  I  issued  the  circular,  in  behalf  of 
the  convention,  dated  August,  and  the  other  one,  dated  September, 
the  clause  in  regard  to  the  appointment  of  insurance  agents  as  delegates, 
was  speciall  V  introduced  because  I  found  on  the  part  of  all  these  com- 
panies a  feeling  that  the  convention's  conclusions  would  not  be  received 
with  weight,  unless  it  maintained  its  original  status  of  a  convention  o 
insurance  superintendents;  that,  no  matter  how  responsible  the  company 
sending  an  agent  here,  might  be  nor  how  honorable  and  high-toned, 
and  every  way  acceptable  as  a  gentleman  the  agent  selected  might  be, 
yet  the  very  fact  of  his  connection  with  any  insurance  company  being 
made  known,  in  any  legislature  where  its  recommendations  were  brought 
up,  in  the  form  of  a  bill  to  be  passed,  the  organization  of  a  department, 
a  change  of  the  rate  of  interest,  regulations  pertaining  to  agents,  etc.,  it 
would  tend  to  weaken  the  force  of  the  recommendation;  and  with  a  view 
of  keeping  the  convention  free  entirely  from  all  responsibility  for  such 
effects,  those  clauses  were  inserted.  Since  the  members  of  the  conven- 
tion have  met,  some  of  the  gentlemen  connected  with  these  various 
bodies  have  again  spoken  to  me  on  the  subject,  and  said  that,  while  they 
made  no  personal  matter  at  all  in  this,  yet  they  did  not  feel  as  if  the 
convention  were  doing  exactly  right  in  having  gentlemen  connected  with 
any  private  corporation  admitted  as  members,  and  that  they  hoped,  if 
there  were  to  be  a  permanent  organization,  that  this  thing  would  be 
looked  to.  I  presume  that  it  is  the  sentiment  of  all  the  members  of  the 
convention,  I  am  sure  it,  is  from  the  expression  that  they  have  made  to 
me,  personally  and  in  written  communications,  in  regard  to  the  gentle- 
men present  who  may  be  affected  by  this  clause,  that  they  have  only  the 
kindest  and  most  respectful  feeling  towards  them;  that  their  conduct 
in  the  convention  has  been  above  reproach;  that  there  has  been 
no  disposition  on  the  part  of  any  of  them  to  interfere,  or  shape  the 
legislation  of  the  convention  in  the  interest  of  the  companies,  and, 
therefore,  it  is  to  be  hoped  that  they  will  not  consider  the  thing  at  all 
personal  to  them,  but  simply  a  principle  to  be  laid  down  for  the  future 
government  of  the  convention,  and  with  a  view  to  increasing  its  future 
usefulness,  and  to  making  it  permanent. 

Mr.  Gaikbs  :  It  is  very  opportune  that  I  should  say  now,  that  I  appre- 
ciate every  word  Colonel  Olcott  has  said.  I  can  not  have  supposed  that 
there  would  be  any  such  proscriptive  feeling  towards  me,  inasmuch  as  I 
have  given  no  occasion  for  it ;  but  that  is  not  the  question  exactly,  but  at  this 
time  I  am  supposed  to  represent  the  insurance  department  of  Louisiana, 
if  she  had  one,  and  the  governor  of  Louisiana  until  she  has.  I  hardly 
think  that  restrictions  of  any  sort  should  be  put  upon  the  executive  of 
the  state,  as  to  whom  he  shall  appoint  to  represent  him  in  anv  matter 
which  concerns  the  state,  at  all.    The  purpose  of  this  convention  is  to 


225 

hare  it  composed  of  people  who,  in  the  first  place,  feel  interested  in  the 
subjects  that  may  come  before  it  I  think  there  is  hardly  a  person  here 
who  will  question  that  if  any  officer  of  a  state,  not  connected  with  the 
insurance  department,  is  to  appoint,  his  personal  friends  will  go  to  him 
and  say,  "I  should  like  rerj  much  to  go  to  New  York,  and  attend  that 
convention."  He  will  say,  **  Certainly,  my  dear  sir,  I  will  give  you  my 
proxv.**    That  is  the  end  of  it. 

A  little  further  in  relation  to  my  happening  to  be  here  as  an  agent  of 
an  insurance  company,  although  I  am  not  yet  prepared  to  admit  the 
propriety  of  restricting  the  governor  of  a  state  as  to  whom  he  may 
appoint.  My  appointment  was  received  before  the  communication  from 
the  secretary  was  addressed  to  the  governors,  stating  that  they  should  not 
appoint  gentlemen  connected  with  an  insurance  company.  Consequently, 
the  appointment  by  the  governor  of  Louisiana,  I  will  do  him  the  justice 
to  say,  was  made  in  ignorance  of  the  expressed  wish  of  the  convention  in 
that  regard.  Now,  sir,  I  move  that  section  be  amended  by  striking  out 
the  word  *^  provided,"  and  all  following,  and  add,  *<  who  shall  be  a  citizen 
of  the  state  he  may  represent." 

Mr.  Bacon:  I  fully  appreciate  the  remarks  of  Col.  Olcott  in  regard 
to  this  matter.  There  was  no  feeling  pertaining  in  the  slightest  degree 
to  the  matter  to  which  he  referred,  although  it  was  very  proper  for  him 
to  make  the  remark.  I  would  simply  state  that,  in  the  present  crude 
condition  of  insurance  throughout  most  of  the  southern  states,  the 
governors  of  these  states  will  be  placed  in  a  very  awkward  position  under 
that  clause.  They  will  either  have  to  make  no  appointment  at  all,  or  the 
probability  is,  that  they  will  make  an  appointment  of  somebody  who 
knows  nothing  about  insurance,  and  who  will  come,  as  Col.  Gaines 
suggested,  only  for  the  sake  of  the  trip.  Now,  in  the  state  of  Missis- 
sippi! don't  think  there  is  a  single  actuary  a  resident  of  the  state.  I 
don't  think  there  is  a  single  individual  who  is  at  all  acquainted  with  the 
science  of  insurance,  who  is  not  interested  more  or  less  with  some 
company.  That  is  owing  altogether  to  the  present  crude  condition. 
Now,  these  are  the  facts  in  regard  to  it.  Under  the  present  circumstances, 
there  will  be  no  doubt,  in  my  own  mind,  in  the  state  of  Mississippi  and 
most  of  the  other  states — probably  very  soon — commissioners  appointed. 
There  will  be  insurance  departments  instituted  by  the  legislatures,  and 
then  the  object  of  that  resolution,  in  its  original  form,  will  be  fully 
carried  out;  but  for  the  present,  as  it  now  exists  under  the  appointment 
of  the  governor,  he  will  be  placed  in  \he  position  which  1  just  now 
referred  to.  I  simply  state  the  fact,  and,  at  the  same  time,  I  can  do  it 
without  any  indelicacy  whatever,  as  I  do  not  expect  again  to  attend  the 
convention,  and  I  simply  throw  out  the  remarks,  and  the  convention  can 
make  use  of  them  as  they  see  fit.  I  at  the  same  time  remark  that  I  will 
not  vote  in  regard  to  the  question  because  I  am  a  special  delegate. 

Mr.  Olcott:  If  the  gentleman  from  Mississippi  will  pardon  me,  I 
will  say  this,  in  answer  to  the  argument  he  has  adduced  :  that,  in  a  state 
where  there  is  no  officer  charged  with  insurance  affairs,  there  must  either 
be  no  insurance  business,  or  the  state  exercises  no  superintendency  over  the 
interest;  and  if  it  exercises  no  superintendency  over  it,  there  is  no  occa- 
sion for  the  establishment  of  a  department,  and  they  have  no  interest  in 
our  proceedings.  If  there  is  any  official  charged  with  superintendence 
over  insurance,  he  is  the  proper  person  to  come,  or  if  he  cannot  come, 
then  some  one  who  shall  represent  him,  and,  consequently,  it  wouM 
seem  that  there  would  be  no  occasion  for  the  governor  to  be  forced  to 
appoint  an  insurance  agent. 

Mr.  Bacon  :  I  would  simply  i^sk  the  question :  suppose  the  auditor  of 
Mississippi  should  appoint  a  proxy;  he  would  be  the  only  officer  under 
that;^  but  supposing  he  shoulci  appoint  a  proxy.  He  of  course  would  be 
restricted  by  the  terms  of  the  resolution  as  it  now  stands? 
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Mr.  Olcott  :  Certainlj ;  and  it  would  be  expected  that  he  "would  send 
his  deputy,  if  he  could  not  come  himself.  The  auditors  themf^elves  are 
here,  in  most  cases ;  we  would  expect  that  he  would  come.  The  influence  of 
this  convention,  our  harmonv,  complete  as  it  has  been,  resulting  in 
accomplishing  such  great  results,  will  bring  every  insurance  officer  to  the 
next  meeting. 

Mr.  Harvby,  of  Missouri :  I  don't  propose  to  debnte  this  question.  I 
only  want  to  ask  if  the  committee  who  drew  up  the  constitution  were 
careful  in  providing  that  that  word  ''otherwise**  in  there,  and  the  general 
provision  about  this  membership  and  eligibility  don't  strike  superintend- 
ents and  officers  who  are  otherwise  eligible,  but  who  are  stockholders  in 
companies.  I  know  one  or  two  superintendents  who  own  some  stock  in 
fire  companies  around  here.    I  would  not  like  to  have  them  excluded. 

Mr.  Webb:  I  hope  the  gentleman  from  Louisiana  will  change  his 
amendment  somewhat,  and  modify  it,  because  as  it  stands  now  I 
don't  know  how  to  vote.  I  am  in  favor  of  the  matter  that  he  proposes  to 
insert.  I  am  opposed  to  striking  out  a  part  of  that  which  he  proposes  to 
strike  out,  and  I  can't  straddle  the  fence  very  well;  I  am  on  one  side  or 
the  other,  and  gentlemen  know  how  to  find  me,  whether  I  am  right  or 
wrong.  I  ask  him,  therefore,  to  so  modify  his  amendment,  to  first  insert 
the  matter  before  the  proviso;  and  then,  if  he  desires,  to  strike  out. 

Mr.  Gainbs  :  I  think  this  is  very  much  like  inviting  one  to  a  feast,  and 
asking  him  to  bring  his  provisions.  I  think  there  is  a  principle  of 
courtesy.     I  ask  that  the  convention  vote  it  down  or  vote  it  up. 

Mr.  Webb:  All  right;  I  know  how  to  vote  as  well  as  I  know  which 
side  I  am  on. 

Mr.  Gai2/es  :  I  suppose  that  the  gentleman  from  Kansas  wants  to  put 
all  my  wordn  in  before  the  '*  provided,"  and  let  the  proviso  go,  **  He  shall 
be  a  citizen  of  the  state  he  represents,  provided  that  no  member  shall  be 
connected  with  any  insurance  company  as  its  officer,  agent  or  otherwise," 
now,  if  any  gentleman  will  second  it 

Mr.  Webb  :  I  trust  that  my  friend  from  Louisiana  will  not  propose  to 
lumber  this  amendment  with  his  amendment,  because  voting  on  the 
amendment  suggested  by  me 

Mr.  Gaines:  Just  exactly  what  I  propose  not  to  do«  Cut  off  the 
objectionable  part,  or  tack  it  on, —  one  or  the  other. 

Mr.  Webb  :  Let  the  question  of  inserting  be  first  determined  by  itself; 
then,  if  he  chooses  to  make  a  motion  to  cut  off  that  which  he  regards  as 
objectionable,  it  will  not  interfere  with  that.  I  am  in  favor  of  the  motion 
now  being  to  insert  this  qualification.  I  am  in  favor  of  that  amendment, 
becnuFC  it  does  seem  to  me,  that  if  there  be  any  force  in  the  argument — 
I  concede  that  there  is  —  that  the  persons  representing  the  various  states 
ought  not  to  be  officers  or  agents  of  insurance  companies,  there  being, 
also,  force  in  the  argument  that  they  ought  to  represent  the  states  which 
they  propose  to  represent,  and  that  they  cannot  so  well  do  that  it  they  all 
happen  to  reside  in  New  York.  It  would  be  a  very  convenient  thing  for 
the  governor  of  Louisiana  to  appoint  some  gentlemen,  and  they  to  repre- 
sent Louisiana.  It  would  be  a  very  convenient  thing  for  the  governor  of 
California  to  appoint  some  citizen  of  New  York  to  represent  California, 
or,  if  there  be  an  insurance  department  there,  for  the  insurance  commis- 
sioner to  appoint  some  citizen  of  New  York  as  his  proxy.  It  seems  to 
me,  therefore,  that  the  one  is  just  as  forcible  as  the  other.  In  fact,  I  think 
that  I  would  vote  to  strike  out  a  part  of  this  clause  when  the  motion  is 
made,  if  it  shall  be  made.  I  think  that  no  officer  or  agent  of  a  company 
ou^ht  to  be  a  reprebcntative  from  his  state,  or  from  any  state,  in  the 
insurance  convention,  and  I  think  that  the  man  who  represents  a  state 
in  this  convention,  ought  to  be  a  citizen  of  that  state,  and  thus  th^^re  will 
be  congregated  together  at  the  appropriate  period,  persons  who  will  truly 
and  honestly  represent  the  insurance  department,  or  interests  of  their 
several  states. 
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Mr.  CAXjywxLL :  I  find  mjrself  pretty  much  in  the  position  of  Mr. 
Webb.  I  feel  betwixt  and  between,  i  am  a  deputy  of  the  auditor  of 
Indiana,  who  has  charge  of  the  insurance  department  of  that  state,  as 
mj  credentials  which  are  on  file  show,  but  I  am  also  connected  with  an 
insurance  company;  for  the  office  of  deputjr  auditor  of  state  is  a  mere 
nominal  thing.  We  have  no  department;  really,  it  is  a  matter  of  no 
consequence.    It  is  a  mere  sinecure. 

Mr.  Harvey,  of  Missouri :  Do  you  get  any  money  for  it? 

Mr.  Calj>wbu.  :  No,  sir. 

The  question  being  on  the  adoption  of  the  amendment  offered 
by  Mr.  Webb,  it  was  lost. 

Mr.  Gaines  :  I  renew  my  proposed  amendment  I  move  to  strike  out 
the  y.ord  *' provided,'*  and  what  follows,  and  substitute  for  it  *'who 
sha!2  be  a  citizen  of  the  state  he  represents." 

Mr.  Harvey  :  I  move  to  divide  the  question. 

The  question  was  put  on  the  adoption  of  the  clause,  *'  who 
shall  be  a  citizen  of  the  state  which  he  represents,"  and  it  was 
carried. 

The  chairman  then  stated  the  question  to  be  on  striking  out  "  provided 
that  no  member  shall  be  connected  with  any  insurance  company,  as 
officer,  agent,  or  otherwise." 

Mr.  Webb:  I  understand  it  to  be  competent  to  first  perfect,  before 
striking  out. 

The  Chairman  :  Yes,  sir. 

Mr.  Webb  :  I  move  as  a  substitute  in  lieu  of  the  words  <*  or  otherwise,** 
the  words  **  except  actuaries,"  if  that  will  make  good  sense. 

The  Secretary:  ** Provided  that  no  member  shall  be  connected  with 
any  insurance  company  as  officer,  or  agent,  except  actuaries." 

Mr.  Webb  :  That  won't  do  then.  I  will  put  it  in  language  to  suit 
myself,  whether  it  will  be  proper  or  not  I  understand  that  an  actuary 
is  sometimes  an  officer  of  a  company,  of  what  grade  is  of  no  conse- 
quence ;  sometimes,  however,  he  nils  a  position  of  an  officer  of  a  corn- 
pan  v.  Therefore,  the  word  *' officer  "  may  include  an  actuary.  I  desire 
to  change  that,  and  will  so  move,  that  it  shall  read,  *'  Provided  that  no 
member  shall  be  connected  with  any  insurance  company  as  officer,  cir 
agent" 

Mr.  Gaikbs:  You  mean  otherwise  then  as  an  actuary? 

Mr.  Webb  :  Yes,  sir.  "  As  officer,  or  agent  otherwise  than  as  actuary." 
That  18  the  idea. 

Mr.  Breese  :  I  move  an  amendment  to  the  amendment  of  the  gentle- 
man from  Kansas ;  that  we  strike  out  '*  otherwise,"  and  leave  it  "  officers 
or  agents."    Then  actuaries  can  come  in  like  anybody  else. 

Mr.  Webb  :  Are  they  not  sometimes  called  officers? 

Mr.  Breese  :  Not  necessarily. 

Mr.  Webb  :  They  are  sometimes  classed  as  such. 

Mr.  Breese  :  Anybody  may  be  an  actuary. 

Mr.  Williams  :  I  think  that  the  proposition  made  by  the  gentleman 
from  Wisconsin  would  solve  this  matter  very  well.  If  an  actuary  is  an 
officer  of  a  company,  I  don't  think  he  ought  to  be  a  member  of  this 
national  convention,  and  if  he  is  not,  he  can  be.  Therefore,  I  think  to 
strike  out  the  words  "  or  otherwise  "  will  get  at  just  about  what  we  want 
I  believe  in  keeping  this  convention  free  from  private  influences,  that  the 
members  constituting  it  shall  be  representatives  of  the  states  under  the 
laws,  and  the  supervision  intended  to  be  exercised.  That  is  all.  I  have 
no  objection  to  any  one  at  all.  I  make  no  kind  of  personal  reflection  upon 
any  person  in  this  convention. 
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Mr.  Gainxs  :  The  amendment  of  the  gentleman  from  Kansas  now 
kills  mine.  I  now  ask  that  he  withdraw  his,  and  take  a  square  vote  on 
mine. 

Mr.  Webb:  Well,  Mr.  Chairman,  I  would  be  glad  to  do  that,  but  I 
don*t  see  how  I  can  amend  it  after  it  is  stricken  out. 

Mr.  Gaines  :  If  you  vote  down  my  amendment,  the  vote  comes  then 
on  the  proposition,  and  you  can  amend  it  as  you  please. 

Mr.  Webb  :  If  I  am  in  error  in  regard  to  it  I  will  withdraw  my  amend- 
ment in  order  that  the  gentleman  may  have  a  vote  upon  his,  but  in  order 
to  do  that  it  must  first  be  determined  whether  the  adoption  of  the 
amendment  offered  by  me  disposes  of  thn  question.  I  think  it  does  not. 
The  gentlemen  moves  to  strike  out  the  entire  proviso.  The  last  words  of 
thatprovibO  are  *' officer,  agent,  or  otherwise."  I  understand  it  to  be  a 
rule  of  parliamentarv  law  in  deliberative  bodies,  to  first  amend  a  propo- 
sition before  the  final  vote  is  taken  on  rejecting  it,  because  the  friends  of 
8  measure  have  a  right  to  forfeit  it  before  its  enemies  shall  force  a  direct 
vote  to  dispose  of  the  whole  question  by  voting  it  down.  If  that  be 
carried,  and  I  think  it  is,  then  I  don't  think  my  proposition  is  antag- 
onistic to  his.  As  the  gentleman  thinks  it  is,  to  his  proposition,  when  I 
ask  to  strik'^  out  the  words**  or  otherwise,"  and  insert  the  word*' or" 
between  "officers  "  and  **  agent,"  I  will  so  modify,  to  amend  the  propo- 
sition, so  that  the  last  words  shall  read  '*  officer  or  agent,"  and  say  noth- 
ing about  actuary. 

Mr.  P.llsbury:  I  see  a  little  difficulty  here.  Many  insurance  compa- 
nies have  attorneys  employed,  and  certainly  it  would  not  be  desirable  to 
admit  the  attorney  of  a  company  into  this  convention,  unless  we  would 
expose  it  to  undue  influences.  Now  would  not  the  word  ** otherwise"  cut 
off  the  appointment  of  the  attorney  of  a  company?  It  seems  tame  it 
would.  I  am  opposed  to  striking  out  this  provision  utterly,  an  the  gentle- 
man from  Louisiana  desires,  not  that  I  intend  any  discourtesy  towards 
any  member  of  the  convention,  but  I  do  know  that  it  would  be  entirely 
useless  to  go  before  the  legislature  of  my  state  with  any  proposition  which 
emanated  Irom  a  convention  that  they  even  imagined  to  have  been  under 
the  influence  of  insurance  agents;  the  prejudice  is  so  strong  it  would  kill 
any  recommendation  that  might  be  made  to  the  legislature  of  my  state. 
For  that  reason  I  hope  the  provision  will  be  retained.  And  then  again  I 
think  it  is  improper  that  the  agents  of  particular  companies  should  be 
members  of  this  convention,  for  the  reason  that  there  is  extreme  jealousy 
— I  don't  know  that  it  is  theproperword,  I  will  let  it  go,  though — existing 
between  companies.  If  one  company  is  entitled  to  have  an  agent  or  its 
attorney  in  the  convention,  another  should  have  the  same  right,  other- 
wise we  create  ill-feeling  among  the  companies.  We  lose  their  co- 
operation in  our  deliberations  unless  we  give  them  all  an  equal  chance, 
which  would  certainly  be  impracticable.  I  hope  therefore,  that  the 
proviso  will  not  be  stricken  out,  and  it  is  my  impression  taat  if  the  word 
**otherwise"  is  retained  it  would  cutoff  the  appointment  of  the  attorney 
of  an  insurance  company  as  a  representative  to  a  convention,  which! 
think  is  desirable. 

Mr.  Wrbb  :  I  withdraw  my  amendment. 

Mr.  Harvey,  of  Missouri :  I  simply  want  to  say  that  while  the  gentle- 
men are  looking  around  to  see  how  far  this  thing  will  go,  I  hope  that  no 
loop-hole  will  be  allowed  to  let  the  director  of  a  company  get  in.  It 
says  ** officers."  Besides  that  it  might  let  a  doctor  in,  and  1  don't  think 
we  want  to  have  any  doctors  in  this  convention. 

Mr.  Gaimes  :  Inasmuch  as  the  word  ''otherwise"  by  any  fair  censtruo- 
tion,  will  exclude  actuaries,  and  inasmuch  as  the  gentlemen  have 
announced  that  they  do  not  want  actuaries  excluded,  it  seems  to  me  that 
while  they  require  us  to  concede  to  actuaries  a  superior  knowledge,  which 
we  do  with  pleasure,  of  course,  it  does  not  on  their  part  concede  to  agents 
the  same  amount  of  honest  purpose. 
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Mr.  Harvbt,  of  IlHnois:  In  any  department  in  the  West,  I  think  the 
officer  in  charge  of  the  department  ought  to  be  left  free  to  select  some 
one  connected  with  his  department,  whether  he  is  the  actuary  or  any 
other  officer  of  a  company  or  not.  If  he  is  the  president  of  a  company  he 
should  be  lefk  free  to  select  that  officer  to  take  his  place.  I  am  opposed 
to  any  restriction  on  the  officer  having  charge  of  the  department.  In  a 
state  having  no  department  it  might  be  as  well  to  restrict  the  governor 
but  I  think  that  the  commissioner  or  superintendent,  where  there  is  a 
regularly  organized  department,  ought  to  have  brains  enough  and  com- 
mon sense  enough  to  select  a  man  to  suit  himself. 

The  question  being  put  on  the  motion  of  Mr.  Gaines  to  strike 
out,  it  was  lost. 

Mr.  Brbesb  :  I  move  to  strike  out  the  words  **ot  otherwise." 

Mr.  Pillsbury:  I  hope  that  will  not  prevail  for  the  reason  which  I 
before  stated,  that  it  would  admit  the  attorney  of  a  company,  which  I 
think  would  be  highly  objectionable.  It  seems  to  me  the  word  '*  otherwise" 
will  exclude  such  attorneys. 

Mr.  Brebsb  :  It  does  not  seem  to  me  that  it  would  admit  the  attorney 
of  a  company,  such  a  person  must  certainly  be  an  officer  of  a  company, 
and  that  term  would  cover  that  class  of  persons. 

Mr.  Wbbb  :  If  an  attorney  of  a  company  is  an  officer  of  a  company,  is 
not  an  actuary  of  a  company,  appointed  as  such»  and  drawing  a 
salary  as  such,  an  officer  of  the  company? 

Mr.  Brbesb  :  Yes,  sir. 

Mr.  Webb:  Then  if  retaining  the  word  "officer"  by  its  own  force 
excludes  actuaries  when  officers  of  companies,  and  attorneys  because  they 
are  officers  of  companies,  there  is  no  objection  to  retaining  the  words 
"or  otherwise,"  because  if  a  man  should  be,  perhaps  not  an  officer  in  fact, 
nor  an  aeent  in  fact,  of  an  insurance  company,  and  yet  a  director  or  a 
stockholder,  perhaps  you  might  say  that  a  director  is  not  necessarily  an 
officer,  and  a  stockholder  is  not  necessarily  an  officer,  he  might  be 
appointed  especially  because  of  some  interest  that  he  had  in  favor  of  the 
company,  but  if  the  terms  already  retained  by  common  consent,  that  is, 
to  be  retained,  exclude  attorneys  and  actuaries  because  they  are  officers  of 
companies,  I  do  not  see  any  objection  to  retaining  the  word  ^*otherwise." 
I  would  much  prefer  that  if  it  should  be  necessary  at  all  to  have  actuaries 
admitted  when  they  are  officers,  that  they  should  be  specially  named  as 
such  exceptions  made  in  their  favor. 

Mr.  Pillsbury  :  Before  the  motion  is  put,  I  desire  to  read  from  the 
bill  that  is  under  consideration,  and  will  be  submitted  for  the  considera- 
tion of  the  convention  a  couple  of  definitions  which  I  find  embodied  in 
that  document.  The  word  '*  director"  is  defined  in  section  lo.  The  term 
"director,"  in  this  act,  designates  the  trustees,  managers,  or  other  officers 
constituting  the  executive  board  of  a  company.  Directors  are  included 
In  the  term  officers,  unless  a  contrary  intention  appears.  Also,  in 
section  ii,  the  definition  of  the  word  "agent'  The  term  "agent,"  or 
"  agents,"  in  this  act,  includes  an  acknowledged  agent,  surveyor,  and  all 
other  persons  who  shall,  in  any  manner,  directly  or  indirectly,  aid  in 
transacting  the  bustness  of  insurance. 

I  don't  know  but  those  definitions  are  broad  enough  to  exclude  all 
Improper  persons  if  we  strike  out  the  word  "  otherwise."  I  am  not  stren- 
uous about  it. 

The  question  being  put  on  the  motion  to  strike  out  *'  other- 
wise/' and  insert  "  or  "  before  "agents,"  it  was  lost.  ^ 

Mr.  Wxbb  :  I  now  move  to  amend  the  section  by  adding  after  the 
words  "or  otherwise,"  the  words  "except  actuaries  connected  with  the 
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insurance  department"  And  I  say,  Mr.  Chairman,  why  I  am  in  favor  of 
that.  It  is  sometimes  the  case  that  a  gentleman  may  be  an  actuary  of  a 
company,  and,  at  the  same  time,  an  actuary  of  a  department,  and  where 
he  is  such  actuary  of  a  department  as  well  as  the  actuary  of  a  company,  I 
don't  see  as  there  is  any  impropriety  in  the  superintendent  or  commis- 
sioner deputing  his  actuary  to  represent  him  in  case  he  cannot  come 
himself. 

The  question  being  put  on  the  motion  of  Mr.  Webb,  it  was 
lost. 

Mr.  Harvey,  of  Illinois;  I  now  move  to  add  another  thing,  that  all 
consulting  actuaries  be  excluded. 

Mr.  PiLLSBURY :    They  are  excluded  as  it  stands. 

Mr.  Harvey:  I  would  like  to  ask  how  that  can  be.  Consulting 
actuaries  are  not  excluded  by  that  provision.  They  are  not  considered  as 
officers  of  companies  at  all. 

Mr.  Williams  :  No  sir.  If  there  is  an  actuary  pertaining  to  an  insur- 
ance department  who  is  also  an  actuary  of  some  company,  and  he 
wants  to  be  represented,  he  must  send  some  other  person  in'  his  place. 
He  is  not  eligible. 

Mr.  Harvey,  of  Missouri :  It  might  sometime  be  desirable  to  have 
the  New  York  department  represented  in  this  convention  by  the  dis- 
tinguished actuary  of  that  department,  Mr.  Bryant;  or  it  might  be  that 
the  department  of  Massachusetts  would  want  to  be  represented  by  the 
actuary  of  that  department.  Both  of  those  men  are  consulting  actuaries 
of  companies,  and,  I  think,  we  have  gone  a  little  fast 

The  remaining  articles  were  read  by  the  secretary  and  adopted 
respectively. 

On  motion  of  Mr.  Harvey^  of  Missouri,  the  constitution,  as 
amended,  was  adopted  as  a  whole. 

Mr.  Harvey,  of  Missouri:  The  committee  on  the  winding  up  of 
companies  is  short  two  members,  Mr.  Clarke,  of  Massachusetts,  and  Mr. 
Reynolds,  of  Alabama. 

The  Chairman  :  I  would  also  sugi^est  that  I  design  leaving  by  nine 
o'clock  to-morrow  morning.  I  believe  I  am  a  member  of  &at  com- 
mittee. 

Mr.  Harvey  :  I  would  suggest  that  the  chair  appoint  members  to  fill 
the  vacancies. 

The  chairman  appointed  Messrs.  Breese,  Caldwell  and  Webb 
to  fill  the  vacancies. 

On  motion  of  Mr.  Row,  the  convention  adjourned  until  Fridayi 
Oct  27,  at  10.30  A.  M. 


NINTH  DAY. 


Friday,  October  27,  1871 
The  conyention  met  at  half-past  ten  o'clock  A.  M. 
The  president  in  the  chair. 

The  Prbsident:  The  secretary  will  state  to  the  convention  what 
arrangements  have  been  made  in  regard  to  the  visit  to  New  Haven,  at  the 
invitation  of  the  ex-insurance  commissioner  of  Connecticut,  to  be  present 
att  he  laying  of  the  corner-stone  of  the  building  his  company  is  about  to 
erect- 

The  Sbcrstary  said :  There  has  been  a  telegraphic  correspondence 
between  ex-Commissioner  Noyes  and  myself,  which  has  resulted  as  fol- 
lows: 

To-morrow  morning,  at  eight  o*clock,  there  will  be  a  special  car  at  the 
d^p6t  on  Twenty-seventh  street  and  Fourth  avenue  for  the  delegates. 
We  will  retnrn  to  New  York  about  four  o'clock  in  the  afternoon,  reaching 
the  city  in  the  neighborhood  of  seven  o'clock.  The  comer-stone  of  the 
new  building  is  to  be  laid  by  the  president  of  this  convention.  Such 
arrangements  are  made,  that'if  any  gentleman  connected  with  the  con- 
vention wishes  a  friend  to  go  with  him,  and  will  give  me  the  name,  I 
will  see  that  he  is  provided  with  accommodation. 

Mr.  Row,  of  Michigan :  I  desire  to  introduce  the  following  resolu- 
tion: 

Resolved^  That  the  president  and  secretary  be  instructed  to  communi- 
cate to  the  governors  of  all  the  states  the  conclusions  reached  by  this 
national  convention  upon  the  important  questions  which  have  been 
brought  before  it,  vrith  a  respectful  recommendation  that  the  same  may 
be  brought  to  the  notice  of  their  several  legislatures.  The  said  officers  to 
seal  their  said  communication  with  the  official  seal  of  the  national  con- 
vention, and  sign  it  with  the  names  and  official  designations  of  all  the 
delegates. 

I  offer  another  resolution : 

Resolved,  That  the  secretary  be  empowered  and  directed  to  immedi- 
ately cause  a  suitable  seal  to  be  prepared  for  the  convention,  which  shall 
be  affixed  to  all  important  documents. 

Mr.  Belknap,  of  Nevada:    I  move  the  adoption  of  the  resolutions. 

The  President:  Shall  the  resolutions  be  put  to  the  Convention 
together? 

Mr.  Row:    I  would  like  to  have  them  put  separately. 

The  President  :  The  last  will  be  put  first  as  coming  properly  in 
order. 

The  question  was  then  taken  on  the  resolution  of  Mr.  Row  in 

regard  to  communicating  the  results  of  the  convention  to  the 

governors  of  the  diflerent  states,  and  carried  unanimously. 

Mr.  KsLSsV,  of  New  Jersey :  I  have  a  communication  which  I  desire|to 
read: 
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New  York,  October  15,  1871. 
To  the  National  Imsurance  Convention  of  the  United  States: 

Gemtlbmbn:  The  expediency  of  a  permanent  organization  of  this 
bodjr  having  been  affirmed,  and  a  committee  having  been  charged  with 
the  duty  of  framing  a  constitution  to  carry  the  same  into  effect,  I  consider 
that  the  time  has  arrived  for  me  to  relieve  the  subject  from  any  embar- 
rassment which  my  personal  friendly  relations  with  yourselves  might 
cause,  by  tendering  my  resignation  of  the  secretaryship. 

I  should  be  doing  violence  to  my  feelings  by  suffering  the  occasion  to 
pass  without  saying  how  pleasant  and  instructive  my  official  connection 
with  the  convention  has  been,  and  with  what  infinite  satisfaction  I  see 
the  grand  experiment  of  a  policy  of  reciprocal  good-will  between  the 
states  upon  the  subject  of  insurance  supervision,  so  auspiciously  inaugu- 
rated. Little  as  T  knewr  of  the  principles  which  underlie  this  most 
beneficent  of  all  human  undertakings,  when  called  by  your  generous 
trust  to  the  office  I  hold,  I  foresaw  that,  if  a  comity  between  the -states 
could  be  established,  in  the  matter  of  their  legislation  and  departmental 
regulations,  a  development  of  the  insurance  idea  must  result,  which* 
would  bring  the  solace  of  its  benevolent  provisions  to  a  multitude  of 
families  that  might  be  denied  them  under  the  restrictions  and  disabilities 
which  have,  unhappily,  prevailed  hitherto;  and  I  gladly  accepted  the 
opportunity  of  aiding,  to  the  extent  of  my  poor  abilities,  in  bringing  this 
about.  The  experiment,  eo  wisely  undertaken  by  our  far-seeing  presi- 
dent, 80  cordially  sustained  by  yourselves,  but  so  suspiciously  regarded 
by  some  others,  and  so  ungenerously  criticized  in  certain  (quarters,  has 
proved  a  more  surprising  and  gratifying  success  than  its  originator  or  his 
earliest  supporters,  of  your  number,  dared  to  hope.  In  the  unanimity 
and  harmony  of  feeling  which  prevail,  we  have  the  strongest  assurance 
of  the  stability  of  this  purely  voluntary  association ;  while  its  absolute 
freedom  from  all  taint  of  personal  bias,  or  the  promptings  of  selfish 
personal  interest,  indicates  that  its  recommendations  to  the  executive  and 
legislative  branches  of  the  state  will  be  received  with  respect  and  con- 
fidence. 

I  beg  ^ou  to  accept  my  sincere  thanks  for  the  generous  forbearance 
with  which  you  have  always  treated  me  as  secretary,  and  subscribe 
myself,  gentlemen,  Your  obliged,  obedient  servant, 

Henry  S.  Olcott. 

On  motion  of  Mr.  Row,  the  communication  was  laid  on  the 
table. 

8UPPLSMSNTAL  RxPORT — ^DIVIDENDS,   EXPSNSSS,  AND  ATTORKBTS. 

Mr.  A.  F.  Harvey,  of  Missouri:  The  committee  on  dividend*, 
expenses  and  appointment  of  Attorneys,  desire  to  make  a  supplemental 
report : 

Your  committee  on  dividends,  expenses  and  appointment  of  attorneys, 
beg  leave  to  report,  in  addition  to  the  report  of  the  committee,  to  be 
found  on  pitge  121,  of  the  record  of  the  May  session,  the  following: 

Wkereasj  The  tables  of  mortality  in  common  use,  based  upon  extensive 
observations  of  the  contingencies  of  human  lite,  demonstrate  that  the 
diminution  of  a  rate  of  decrement  of  life  in  anyone  year  will  be  balanced 
by  a  corresponding  excess  subsequently;  therefore. 

Resolved^  That  no  life  insurance  company  should  divide  any  portion 
of  its  surplus  derived  from  excess  of  vitality ;  and  that  all  such  gains,  or 
savings  in  a  less  mortality  rate  than  the  one  anticipated,  should  be  rigidly 
held  as  a  special  reserve,  to  meet  excesses  of  death  losses  in  future  years. 

A.  F.  Harvey,  Chairman^ 
,  J  AS.  R.  Berry, 

H.  B.  Strait. 
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Mr.  Caldwbll,  of  Indiana :  The  principle  contained  in  those  resolu- 
tions is  undoubtedly  correct,  and  I  move  their  adoption  as  an  addition  to 
the  report. 

Mr.  Plllsbury  of  New  Hampshire  called  for  the  reading  of  the 

resolutions. 

The  Secretary  read  the  supplemental  report. 

^  Mr.  Facklrr,  of  Tennessee :  I  move  as  a  substitute  that  the  report  be 
simply  accepted  and  laid  upon  the  table. 

Mr.  Caldwell  :  What  is  the  question  before  the  house? 

The  PRBSIDKNT :  The  chair  thinks  the  motion  to  lie  on  the  table  is  in 
order. 

Mr.  Caldwbll  :  Mr.  President,  so  far  as  this  resolution  is  concerned,  it 
is  nothing  more  than  recommending  a  very  important  principle.  It  is 
not  fixing  a  law  or  anything  that  is  absolutely  required,  but  is  recom- 
mending a  very  wholesome  reform,  and  it  seems  to  me  so  clear  that  it  is 
right,  that  I  hope  it  will  be  simply  adopted  and  not  laid  upon  the  table. 

The  Prbsidbkt  :  This  is  a  very  vital  question,  and  in  deciding  it,  it 
seems  to  me  that  we  should  have  as  full  a  representation  an  possible.  I 
apprehend  that  half  the  companies  will  not  make  dividends  if  they  should 
be  governed  by  the  policy  indicated  in  this  rebolution.  I  am  not  prepared 
to  say,  however,  but  that  the  policy  indicated  is  not  entirely  sound. 
I  express  no  opinion  on  the  subject  at  this  time,  but  I  think  a  subject 
of  such  importance  and  one  so  at  variance  with  the  universal  practice  of 
the  companies,  certainly  ought  to  have  much  consideration  before  action 
is  taken  upon  it.  That  is  the  only  view  I  have.  I  consider  the  question 
a  vital  one.  Still,  gentlemen,  the  question  is  for  you  to  dispose  of.  The 
motion  before  the  house  is  to  lie  on  the  table. 

The  question  was  taken  on  the  motion  of  Mr.  Fackler  to  He  on 
the  tahle,  and  carried. 

Mr.  Finch,  of  North  Carolina :  I  would  state  at  the  request  of  the  gen- 
tleman from  Virginia,  (Mr.  Alfriend)  that  he  is  detained  from  his  duties 
to-day  by  severe  illness. 

Mr.  KsLSBYy  of  New  Jersey :  Yesterday  afternoon,  when  the  vote  was 
about  to  be  taken  upon  the  report  of  the  committee  on  valuations,  I  arose 
to  express  the  reasons  for  the  vote  I  was  about  to  cast  on  that  question. 
And  while  I  presume  that  no  member  was  wearied  in  listening  to  the 
very  instructive  arguments  that  had  been  presented  upon  that  question 
we  were  all  very  anxious  to  reach  a  result;  consequently  I  deferred  my 
remarks,  but  I  now  ask  the  consent  of  the  convention  to  enter  what  I  was 
about  to  say  upon  the  proceedings  of  the  convention  in  relation  to  that 
subject. 

The  PRSSIDSNT :  Unless  there  is  objection,  the  gentleman  from  New 
Jersey  (Mr.  Kelsey)  will  proceed. 

Mr.  KxLSBY :  I  will  hand  my  remarks  to  the  secretary. 

Mr.  A.  F.  Harvsy,  of  Missouri :  It  might  be  that  the  gentleman  would 
offer  arguments  in  that  document  that  have  been  hidden  from  the  mem- 
bers, and  which  might  induce  us  to  change  our  votes.     [Laughter.] 

The  Prk8I1>ent:  Then  we  can  reconsider  our  action  at  the  next 
session. 

The  Secretary  will  read  a  communication  of  interest  to  the 
delegates  ^which  he  has  received. 
The  Secretaiy  read  the  following  communication: 
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"The  Mutual  Life  Insurancb  Ca  of  Nkw  York :  > 

New  York,  Oct,  27,  1871.         J 

Dear  Sir  :  It  has  been  suggested  that  some  of  the  delegates  to  the 
conveniion  might  like,  before  separatin}^.  to  see  the  machinery  of  a  large 
life  company.  We  shall  be  glad  to  see  informally  such  deles^ates  as  feel 
interested.  (Signed)  Richard  A.  McCurdy." 

The  Secretary:  The  message  that  I  have  is,  that  it  might  possibly 
save  considerable  correspondence  hereafter  in  regard  to  the  manner  in 
which  the  securities  of  the  company  are  kept,  if  the  delegates  in  a 
body  pro  to  the  building,  look  at  the  mortgage- room,  and  see  the  way 
that  thev  register  and  keep  the  securities,  as  well  as  the  general  system 
pursued  in  the  oHice.  Tney  could  see  it  in  a  few  minutes,  and,  perhaps, 
thus  save  future  trouble  to  bolh  parties. 

Mr.  Kelsby  moved  that  the  invitation  be  accepted,  and  that 
notice  be  sent  to  the  company  that  the  convention  would  call 
upon  them  at  one  o'clock.     Carried. 

Mr.  A.  F,  Harvey  offered  the  following  resolution : 

Refolv^d^  Thnt  when  the  convention  adjourn  to-day,  it  be  to  meet  at 
ia30  A.  M.  on  Monday,  the  50th,  and  that  it  adjourn  Si'm^dss  on  Tuesday 
at  lour  o'clock,  P.  M. 

I  wi«ih  to  say  that  the  reason  I  offer  the  resolution  is  simply  this :  We 
have  before  us  a  draft  of  a  law,  the  committee  is  to  report  on  this  important 
question,  and  they  may  not  be  able  to  get  that  report  ready  to-day. 
Uonsiderable  deliberation  is  required.  The  question  offered  bymjrself 
yesterday  —  capital  stock  as  a  liability  —  requires  some  discussion, 
perhaps.  There  are  different  views  in  the  convention  on  that,  and 
although  it  has  been  suggested  that  we  might  get  through  and  adjourn 
to-night,  if  we  are  going  to  do  justice  not  only  to  the  people  at  large  and 
the  insurance  interests,  but  particularly  to  ourselves,  we  ought  not  to 
abandon  this  work  until  we  all  understand  that  we  have  done  the 
utmost  that  we  could  do  at  this  session.  And  I  think,  therefore,  that 
while  things  are  now  in  a  good  shape,  and  as  we  cannot  do  anything 
now,  probably — and  go  to  New  Haven  to-morrow  —  that  an  adjourn- 
ment until  Monday  would  be  advisable.  I  suggested  the  final  adjournment 
to  be  on  Tuesday. 

Mr.  Bacon,  of  Mississippi :  I  propose  to  amend  the  resolution  by 
having  the  final  adjournment  on  Monday  at  four  o'clock  P.  M. 

On  motion  of  Mr.  Kelsby,  of  New  Jersey,  the  resolution  was 
laid  on  the  table. 

Mr.  Kblsry:  I  understand  that  Dr.  Lambert,  of  the  American 
Popular,  would  like  to  communicate  some  views  that  he  has.  I  now 
move  that  he  be  allowed  twenty  minutes. 

The  Presidbnt  :    On  what  subject? 

Mr.  Kelsey  :    I  am  not  informed. 

The  Pkbsidbmt  :    He  ought  to  have  some  subject. 

Mr.  Kblsby:  As  I  understand  it,  there  is  no  particular  suT  jxt  before 
the  convention. 

The  Secretary:  I  would  like  to  a<tk  the  gentleman  from  Missouri 
(Mr.  A.  F.  Harvey)  if  the  committee  on  winding  up  of  companies  are 
ready  to  present  their  report. 

Mr.  A.  F.  Harvey:    No,  sir. 

Mr.  Kelsby  :  I  move  that  Dr«  Iiambert  be  allowed  twenty  minutes  to 
address  the  convention. 
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The  question  was  put  on  the  motion  of  Mr*  Kelsey,  and 
carried. 

Mr.  Row :  I  move  to  reconsider  the  vote  upon  the  resolution  in  regard 
to  having  an  official  seal,  and  that  the  resolution  be  expunged  from  the 
proceedings.  On  reflection,  and  by  the  advice  of  some  delegates,  it  is 
proposed  that  we,  not  beine  a  corporate  body,  ought  not  to  have  a  seal, 
and  that  a  stamp  would  do  just  as  well.  I  therefore  move  a  reconsidera- 
tion of  the  vote  by  which  that  resolution  was  carried. 

The  question  was  put  on  the  motion  of  Mr.  Row,  and  carried. 

By  motion  of  Mr,  Row,  the  secretary  was  directed  to  expunge 
so  much  In  the  proceedings  of  the  convention  as  related  to  a  seal. 

Dr.  Lambert  was  then  introduced  to  the  convention,  and 
delivered  the  address,  which  will  be  found  in  the  appendix  to 
this  volume. 

[Mr.  Row,  of  Michigan,  in  the  chair.] 

Mr.  Facxi,sr:  I  desire  to  offer  the  following  resolution.  It  is  sug- 
gested by  the  fact  of  Dr.  Lamberfs  address,  and  some  opinions  that  he 
holds : 

That  a  committee  be  appointed  to  consider  the  best  method  of  super- 
vising companies  insuring  impaired  lives,  and  report  at  the  next  session. 

In  connection  with  this  resolution,  I  would  say  that  all  of  us  must 
know  that  there  are  thousands  of  persons  throughout  the  country  in 
impaired  health,  needing  insurance  badly,  but  unable  to  get  it  from  the 
ordinary  companies.  It  is,  of  course,  very  desirable  that  some  companies 
should  be  able  to  take  those  risks  on  proper  rates,  but  such  companies 
might  possibly  not  be  able  to  comply  with  the  ordinary  rules ;  or  if  they 
take  lives  which  should  prove  to  be  better,  according  to  Dr.  Lambert's 
theorTy  lives  will  be  charged  against  them  as  ordinary  lives.  I  will  say 
that  it  18,  of  course,  important  that  the  state  should  have  some  method  of 
deciding  what  is  a  proper  reserve  on  an  impaired  life.  It  must  be  more 
than  on  an  average  life.  There  should  be  soma  proper  way  of  determin- 
ing what  the  charge  should  be. 

On  motion  of  Mr.  A«  F.  Harvby,  of  Missouri,  the  resolution 
was  adopted. 

The  PitEsiDVKT :    How  shall  the  committee  be  appointed? 

Mr.  A.  F.  Harvky:    By  the  chair. 

The  President  :    It  will  be  suggested  in  a  short  time. 
.  Mr.  A.  F.  Harvey  :    I  see  that  the  hour  has  come  for  a  recess.    Before 
that  is  taken,  I  wish  to  offer  a  resolution  as  a  substitute,  and  in  lieu  of 
the  one  which  I  offered  last  night : 

Resolved,  That  capital  stock  ought  not  to  be  regarded  as  a  liability,  to 
be  covered  by  the  gross  assets  of  life  insurance  companies ;  that  com- 
panies ought  not  to  publish  the  possession  of  a  paid-up  capital  stock, 
when  any  part  of  such  capital  is  required  to  make  up  reserves;  and  that 
insurance  companies  ou|fht  not  to  set  forth  in  their  reports  the  deficien- 
cies of  capital,  if  any  exist 

The  PusiDXNT :  My  impression  is,  that  the  resolution  Vou  offered 
yesterday  should  be  taken  from  the  table,  and  this  one  will  then  be  in 
order. 

On  motion  of  Mr.  A.  F.  Harvey  the  resolution  offered  by  him 
yesterday  was  taken  &om  the  table. 
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Mr.  A.  F.  Harvey  :  I  would  ask  that  the  resolution  I  have  just  offered 
be  substituted  for  the  one  I  offered  yesterday. 

The  President  :  If  there  is  no  objection,  the  resolution  will  be  so 
substituted. 

Mr.  A.  F.  Harvey  :  I  move  that  resolution  be  taken  up  for  consider- 
ation immediately  after  the  assembling  of  this  convention. 

Carried. 

The  convention  then  took  a  recess. 

After  tlie  recces  the  convention  was  called  to  order  by  the  vice. 
president,  Mr.  Breese. 

Mr.  Gaikes,  of  Lrouisianai  offered  the  foUowin*]^  resolution,  which  was 
carried  : 

Resolved,  That  upon  receipt  of  the  report  of  the  committee  on  legisla- 
tion, it  be  immediately  adopted  as  the  order  of  business,  to  the  exclusion 
of  every  other  subject,  until  a  final  vote  on  that  report  be  taken. 

Resolved^  That  discussions  be  confied  to  the  members  of  the  conven- 
tion in  person,  and  limited  to  one  space  of  ten  minutes  each  on  any  one 
point. 

Mr.  Olcott  (as  representative  of  the  auditor  of  Alabama)  moved  as  an 
amendment  that  the  convention  proceed  to  read  and  discuss  the  report  of 
the  committee  on  legislation  by  titles  instead  of  by  sections. 

Mr.  Gaines  accepted  the  amendment,  and  the  motion,  as 
amended  was  carried. 

Mr.  Harvey,  of  Missouri:  Just  before  the  recess,  it  was  agreed  that 
the  resolution  on  capital  be  taken  up  immediately  on  re-assembling.  I 
hope  that  will  be  taken  up  and  disposed  of  now. 

There  being  no  objection,  the  Secretary  read  the  resolution. 

Mr.  Harvey,  of  Missouri :  As  I  said  yesterday,  I  desire  Mr.  Falk  to 
present  my  views  on  this  question. 

Mr.  Falk  then  read  the  following  paper : 

Capital  in  Life  Insurance  Companies. 

An  attempt  has  been  made  in  this  convention  to  compare  the  guai> 
an  tee  capital  of  life  insurance  companies  with  that  of  fire  insurance  com- 
panies, and  to  test  the  solvency  of  life  companies  by  a  theoretical  assump- 
tion of  impairment  in  the  same  manner  as  a  fire  company.  The  two 
classes  of  insurance  are  totally  distinct,  and  I  would  not  occupy  the  time 
of  the  convention  by  showing  the  difference,  had  not  an  attempt  been 
made,  by  crude  theories  and  comparisons,  to  prove  the  two  precisely 
similar. 

Fire  insurance  is,  at  best,  but  a  prudent  sort  of  gambling,  in  which  the 
stockholders  put  up  their  money,  as  a  guarantee  against  losses.  No 
human  foresight  can  render  a  fire  company  absolutely  safe,  even  for  one 
week.  The  Chicago  fire  has  shown  us  that  the  strongest  companies,  such 
as  the  Lorillard  and  Market,  and  the  most  prudently  and  economically 
managed  may  be  wiped  out  in  a  single  day.  A  large  amount  of  unim- 
paired capital  is,  therefore,  constantly  necessary  to  insure  even  a  com- 
parative degree  of  safety. 

A^ain,  a  prudently  managed  fire  company  will  do  a  business  in  pro- 
portion to  its  capital ;  the  smaller  the  capital  the  smaller  should  be  the 
business  done.  Expansion  is  not  safe.  The  capital  is  at  all  times,  or 
should  be  at  least,  one  half  of  the  total  assets.    Hence  the  necessity  for  a 
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constant  watch  against  material  impairment  of  the  capital,  and  even 
then  the  greatest  caution  cannot  prevent  failure.  It  is  all  a  game  of 
chance. 

Now,  life  insurance  differs  in  all  these  particulars.  It  is  not  a  game  of 
chance.  The  tables  of  mortality  are  the  results  of  careful  observations 
for  two  centuries  past,  and  the  rate  of  mortality  does  not  materially 
differ  in  any  civilized  country.  Hence  the  same  premiums  charged  in 
New  York  are  safe  in  London,  in  Paris,  or  in  St  Louis;  a  practice  which 
if  followed  in  fire  insurance  would  either  work  great  injustice,  or  ruin 
the  company. 

As  life  insurance  is  based  on  a  law  of  mortality,  instituted  by  God 
himself,  if  our  deductions  from  that  law  have  been  correctly  made,  it 
follows  that  a  life  insurance  company  cannot  fail,  for  the  Great  Architect 
of  the  universe  does  not  suddenly  change  any  law.  Sanitary  measures, 
habits  of  life,  etc.,  may  produce  a  modification,  but  this  will  be  so  gradual 
that  the  solvency  of  companies  will  not  be  affected  by  it.  The  failure 
of  a  company  after  it  has  been  under  way  for  a  few  years,  must  be  attrib- 
uted either  to  fraud,  incompetence,  or  the  grossest  extravagance.  A  com- 
pany with  three  thousand  members,  using  ordinary  care  in  the  selection 
of  risks,  and  keeping  its  expenses  within  the  loading,  cannot  fail.  It  is 
self-supporting,  and  possesses  a  wonderful  power  of  recuperation. 

After  a  company  has  once  obtained  two  thousand  members,  capital  is 
no  longer  necessary.  It  is  something  like  swimming-bladders,  on  first 
entering  the  water.' 

The  guarantee  capital  in  life  insurance  bears  no  fixed  proportion  to  the 
amount  of  business  done.  In  life  inburance,  the  more  business  a  com- 
pany does — I  mean  good,  honest,  legitimate  business — the  better  for  the 
policyholders.  The  proportion  of  capital  to  total  assets  in  an  old  com- 
pany is  very  small,  indeed,  as  witness  the  following : 

Equitable  total  gross  assets $13*236,024.59 

Knickerbocker      *'        '* 7*3951659.10 

Manhattan  **        *'       0,924,116.39 

^tna  **        "       14,816,782.26 

Total $42,372,582.34 

With  a  capital  of  $400,000,  or  $100,000  each,  being  not  quite  one  per 
cent 

Should  this  capital  be  protected  by  the  state?  In  other  words,  are 
insurance  departments  instituted  to  protect  the  stockholders,  or  the 
policyholders?  Massachusetts  very  wisely  holds  that  the  protection  of 
the  policyholder  is  the  only  legitimate  duty  of  the  department,  and 
ignores  capital  as  a  liability  entirely. 

A  law  should  be  passed,  however,  that  no  company  shall  pay  divi- 
dends to  itn  stockholders  as  long  as  its  capital  is  impaired.  This,  sooner 
than  anything  else,  would  tend  to  repress  extravagance  of  management. 

A  proposition  was  placed  before  this  convention  by  a  distinguished 
gentleman,  which  is  so  manifestly  unjust  and  absurd,  that  it  has  only  to 
be  dissected  in  order  to  show  its  impracticability.  The  proposition,  if  I 
understood  it  rightly,  was  this :  The  stock  companies  should  not  be 
allowed  to  impair  their  capital  more  than  20  percent,  and  the  mutuals 
their  reserve,  10  per  cent,  without  coming  under  the  surveillance  of  the 
commissioner.  Let  us  test  two  companies  by  this  standard.  The  Equi- 
table has  $100,000  stock,  and  a  total  liability  of  about  $12,000,000.  Now 
if  this  company  had  only  $11,075,000  of  assets,  its  capital  would  be 
impaired  25  per  cent,  and  should  therefore  be  watched. 

The  New  York  has  no  stock,  and  is  therefore  purely  mutual,  and  has  lia- 
bilities of  about  $14,000,000.  According  the  above  proposition,  if  it  had 
assets  of  only  $12,700,000  its  reserve  would  not  be  impaired  ten  per  cent 
and  the  company  would  be  all  right 


«38 

But  the  beauty  of  the  whole  matter  is  this,  that  the  Equitable  could  be 
made  all  right  by  paying  off  its  stockholders  in  full,  thereby  reducing  its 
assets  to  $11,875,000;  and  as  it  would  then  be  a  purely  mutual  company 
it  could  still  squander  $1,075,000  before  coming  under  the  ban  of  the 
department  A  truly  wonderful  plan  to  render  a  company  solyent,  bjr 
decreasing  its  assets,  and  leaving  its  liabilities  the  same  t 

John  M.  Falk. 

,  By  request,  the  Secretary  then  read  the  resoUition  of  Mr. 
Harvey,  of  Missouri,  offered  just  before  the  recess. 

.  Mr.  Facklbr  :  Mr.  President,  I  move  to  strike  out  the  last  clause,  con- 
sisting of  the  following:  *'  and  that  insurance  departments  ought  not  to 
set  forth  in  their  reports  the  deficiencies  of  capital,  if  any  exist." 

Mr.  MiLLBR,  of  New  York :  I  fear  that  we  are  going  to  do  an  injus- 
tice here.  It  seems  to  me,  if  I  apprehend  the  justice  of  this  clause,  it  is, 
that  it  is  not  an  act  of  justice,  but  rather  an  act  of  injustice  towards 
companies  having  a  capital  stock,  in  cases  where  they  take  a  portion  of 
that  capital  stock  to  make  up  the  reserve  to  the  legal  standard,  to  report 
it,  for  that  reason,  in  the  official  reports  of  the  department  to  which  it 
renders  its  statements,  as  having  an  impaired  capital.  If  I  correctly 
conceive  the  idea  expressed  in  the  latter  clause  of  the. resolution,  I  am  in 
favor  of  it  myself.  It  seems  to  me  that  it  is  an  act  of  justice  that,  having 
a  capital  stock,  it  should  not  be  placed  before  the  public  under  that 
odious  expression.  For,  as  the  gentleman  says,  who  addressed  us  so 
briefly  and  tersely  just  now,  it  is  manifest  to  the  most  casual  observer, 
that  if  a  company  has  only  a  capital  of  $100,000,  and  it  puts  in  its 
reserve  50  per  cent  of  its  capital,  the  company  is  still  $^0,000  better  off 
than  a  company  which  has  no  capital  at  all,  but  only  its  actual  reserve. 
And  why  that  company  should  be  placed  before  the  public  under  an 
opprobrious  nomenclature,  so  to  speak,  I  cannot  exactly  see.  I  think 
the  report  should  state  the  facts;  should  state,  of  course,  that  it  requires 
such  an  amount  of  the  capital  stock,  if  necessary,  or,  if  it  is  deemed 
advisable,  to  make  up  its  reserve ;  state  the  facts  just  as  they  are,  without 
stating  the  conclusions  which  insurance  men  might  place  upon  them. 
But  it  is  not  necessanr,  it  seems  to  me,  to  use  the  words  "  impairment  of 
capital."  Therefore  1  am  in  favor  of  doing  that  justice,  and  of  refmining 
from  that  expression.  This  is,  of  course,  in  reference  to  life  insurance 
companies  only. 

Mr.  Facklbr  :  The  amendment  that  I  proposed  was  partly  suggested 
by  the  fact  that  the  New  York  report  virtually  reports  companies  as 
having  impaired  capitals  by  putting  impairment  of  capital  under  a 
column  headed  deficiency.  I  thought  it  might  be  a  sort  of  refiection  upon 
our  able  superintendent  (Mr.  Miller),  to  have  that  in  the  resolution. 
Furthermore,  I  thought  that  the  principle  was  embodied  in  the  first 
clause  of  the  resolution,  which  says  "That  capital  stock  ought  not  to  be 
regarded  as  a  liability,  to  be  covered  by  the  |^oss  assets  of  life  insurance 
companies."  I  thought  that  everything  desirable  was  embraced  in  that, 
and  that  we  had  better  leave  out  the  last  clause. 

Mr.  Harvey,  of  Missouri :  I  wish  to  point  out  one  fact  in  connection 
with  this.  The  resolution  is  merely  advisory.  We  have  adopted  a  blank 
which  commences  with  an  account  of  the  assets  of  the  company.  It  gives 
the  liabilities  of  the  company  and  says  nothing  about  the  capital. 

Mr.  Facklbr  :  I  withdraw  my  amendment. 

Mr.  Brebsb,  of  Wisconsin:  If  the  gentleman  withdraws  the  amend- 
ment then  I  move  it.  I  remarked  that  I  have  no  objection  to  the  princi- 
ple, for  I  think  that  is  correct,  that  capital  is  not  a  liability.  But  I  do 
object  to  the  phraseology  of  that  resolution,  because  it  suppresses  truth. 
When  we  say  in  the  resolution  that  when  a  deficiency  exists  in  the  capital 
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it  shall  not  be  reported,  we  are  keeping  facts  from  the  people,  and  I  do 
not  want  to  put  myself  on  the  record  as  endorsing  that  It'  the  resolution, 
before  it  comes  to  that,  sufficiently  expresses  the  doctrine,  I  think  that  we 
ought  to  leave  the  last  clause  out  I  certainly  do  not  want  to  put  myself 
on  the  record  as  endorsing  the  proposition  that  a  state  official  should 
suppress  the  fact  that  a  company's  reserve  is  not  sufficient  to  meet  its 
liabilities,  and  that  it  has  to  take  a  part  of  its  capital  to  do  it  I  think 
the  public  ought  to  know  it  and  I  do  not  think  it  becomes  this  conven* 
tion  to  say  that  the  state  officials  shall  not  publish  it 

Mr.  Caldwell,  of  Indiana:  I  am  in  favor  of  the  resolution  as  it  was 
originally  offered.  It  is  well  matured  and  there  is  nothing  contained  in 
it  but  what  is  right  and  just  The  only  object  which  we  aim  at  by  state 
supervision  is  to  know  that  a  company  has  the  actual  reserve,  to  meet  its 
liabilities,  that  is  required  by  the  law.  This  resolution  merely  recom- 
mends that  the  companies  shall  not  advertise  their  capital  except  to  the 
extent  which  they  actually  have  on  hand;  and  the  state  commissioners 
shall  not  advertise  any  impairment  or  anything  in  regard  to  it,  if  they  • 
have  actually  the  reserve  required  by  the  standard  fixed  by  their  states. 

The  only-  object  which  I  can  see  in  the  amendment  which  was  withdrawn 
by  Mr.  Fackler  and  re-moved  by  Mr.  Breese,  is  that  it  furnishes  an  elec- 
tioneering dodge,  something  for  agents  to  go  upon  and  use  improperly 
and  unjustly,  probably  to  the  iniury  of  the  companies  which  have  abbo- 
lutely  more  security  to  policyholders  than  the  very  companies  which  these 
agents  represent     I  am,  therefore,  in  favor  of  the  original  resolution. 

Mr.  Smith,  of  Kentucky :  I  rise  to  call  the  attention  of  this  convention 
to  the  fact  that  in  the  report  of  the  committee  on  valuations,  this  subject 
was  distinctly  alluded  to.  It  was  then  stated  that  the  less  the  state  had 
to  say  or  do  in  its  official  reports  of  the  condition  of  these  companies, 
about  impairment  of  capital,  the  better.  The  question  came  up  in  the 
committee  on  legislation,  but  in  an  entirely  different  way.  It  was  about 
dividends  to  stockholders  when  capital  was  impaired.  I  took  the  ground 
then  that  it  was  not  necessary  to  prohibit  the  stockholders  of  a  company 
that  had  $1,000,000  of  capital  and  had  sunk  $900,000  from  making  divi- 
dends upon  the  whole  million.  We  need  not  put  that  in  the  insurance 
law.  I  am  not  a  lawyer,  but  I  think  that  the  common  law  would  decide 
that  to  be  a  fraud;  and  the  stockholders  that  attempted  it  could  be 
brought  up  before  the  ordinary  courts. 

lam  sorry  this  resolution  is  brought  in,  because  I  think  the  point  is 
covered  already  by  the  action  of  the  convention ;  and  I,  therefore,  move 
that  it  lie  on  the  table. 

The  motion  was  seconded. 

Mr.  Harvsy,  of  Missouri :  I  am  confident  that  we  have  not  adopted 
any  portion  of  that  recommendation  of  the  committee  upon  that  subject 

The  president  then  put  the  question  upon  the  amendment  of 
Mr.  Smith,  of  Kentucky,  and  it  was  lost  by  a  vote  of  6  ayes,  and 
10  noes. 

Mr.  Miller,  of  New  York :  I  move,  as  an  amendment  to  this  resolu- 
tion, the  following  : 

Resolved^  That  whenever  it  requires  any  portion  of  the  capital  of  a  life 
insurance  company  to  make  up  its  reserve  according  to  the  legal  standard, 
so  long  as  that  fact  exists,  no  dividends  should  be  paid  to  stockholders, 
and  the  capital  stock  should  not  be  stated  in  the  official  reports  as  a 
liability. 

Mr.  Olcott,  (Representative  of  the  auditor  of  Alabama) :  I  beg  to 
say  to  the  gentleman  from  New  York,  that  one  of  those  two  points  is 
already  covered  m  the  proposed  law ;  you  will  find  a  clause  there  to  that 
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effect.    The  other  one  in  regard  to  the  consideration  of  capital,  as  a  lia- 
bility is  not  there  that  I  remember. 

Mr.  Miller:  That  is  just  exact!/ the  point.  I  was  aware,  or  it  was 
my  supposition,  that  one  of  these  points  was  covered  by  the  law;  but  I 
do  not  think  that  it  will  do  any  harm,  and  I  think  it  is  due  to  these  gen- 
tlemen, if  we  entertain  the  view  expressed  by  the  resolution,  to  put  it  in 
that  form.  Of  course,  the  law  will  be  referred  to,  but  it  is  not  in  that 
precise  form  of  expression,  in  regard  to  these  two  subjects,  which  are 
united  and  go  together,  which  it  would  seem  t4  me  to  be  entirely  proper 
for  us  to  make. 

Mr.  Harvey,  of  Missouri,  accepted  the  amendment  proposed 
by  Mr.  Miller,  of  New  York. 

Mr.  Smith,  of  Kentucky :  I  desire  only  to  say  that  this  came  up  in  my 
office  before  there  was  any  convention  of  insurance  officers,  and  1  struck 
it  out,  and  made  the  statement ''surplus  as  regards  policyholders."  I 
am  opposed  to  putting  in  the  words  '*  impairment  of  capital,"  because  I 
think  the  expression  is  harsh  and  unjust,  and  an  improper  handle  will 
be  made  of  it,  and,  furthermore,  it  does  not  touch  the  point. 

Mr.  Harvey,  of  Missouri :  I  think  this  form  will  meet  the  views  of  the 
states  of  Kentucky,  New  York,  and  Missouri,  and  that  most  of  the  other 
states  will  adopt  this  course,  and  in  the  future  not  publish  any  more 
tables,  showmg  impairment  of  capital. 

The  Secretary  then  read  the  resolution  as  amended. 

Mr.  Breese,  of  Missouri,  renewed  his  motion  to  strike  out  the 
last  clause. 

A  vote  yrsis  then  taken  on  the  motion  of  Mr.  Breese,  and  it  was 
declared  carried. 

A  division  was  called  for. 

Mr.  Brbrsb  :  My  idea  is  this,  that  it  should  not  go  out  before  the 
world  that  this  convention  recommends  such  a  prohibition  as  this,  that 
officers  shall  suppress  the  truth. 

Mr.  Caldwell:  My  idea  is  that  the  object  of  the  respective  depart- 
ments is  to  know  whether  or  not  companies  have  the  reserve  required  by 
the  laws  of  their  states;  that  it  is  the  reserve  that  gives  policyholders 
security,  and  not  the  capital.  It  is  giving  disreputable  ag^ents  a  leverage 
to  attack  companies  who  have  a  capital,  though  impaired,  which  is  just 
that  much  additional  security  over  and  above  probably  what  the  com- 
panies that  fAey  represent  hold.  And  I  think  that  there  is  no  object  to  be 
accomplished  other  than  that  by  making  any  such  statement  in  the 
report. 

Mr.  Row,  of  Michigan  :  I  do  not  wish  to  take  up  the  time  of  the  con- 
vention in  discussing  this  matter,  but  I  have  some  views  upon  this 
subject  different  from  those  that  have  been  expressed  in  regard  to  capital 
being  a  liability.  The  capital  of  life  companies  is  required  to  be  invested 
in  a  certain  kind  of  securities,  and  deposited  with  the  state  department; 
and  the  law  requires  that  that  capital  shall  remain  intact  at  all  times. 
Now,  if  the  impairment  is  a  fact,  I  think  it  should  not  be  suppressed. 
After  this  free  and  full  discussion  in  which  the  different  members  of  the 
convention  have  expressed  their  ideas,  the  commissioners  can  do  as  they 
see  fit  about  publishing  capital  as  a  liability.  But,  with  my  friend  from 
Wisconsin,  I  am  opposed  to  putting  myself  on  the  record  as  in  favor  of 
suppressing  any  fact  that  may  appear.  We  are  not  here  to  get  up  adver- 
tising dodges,  or  to  present  them  for  companies.  If  the  facts  are  facts, 
and  Uie  commissioner  deems  them  important  in  order  to  present  the  true 
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right  and  privilege  to  put  them  in  his  report 

Mr.  Harvby,  of  Missouri :  We  will  suppose  that  a  company  has  $200,000, 
capital;  that  it  has  other  assets  $1, 000,000;  that  makes  in  all 
$i,200,ooa  Perhaps  the  liabilities  are  $1, 100,00a  Now  it  comes  to  the 
department  ''total  assets,  $1,200,000;  liabilities,  $1, 100,00a"  The  facts 
are  there  in  the  statement,  and  the  impairment  is  $100,000,  and  that  fact 
remains  in  the  statement.  Now  when  a  department  publishes  columns 
of  figures  giving  impairment  of  capital,  it  is  publishing  a  criticism  upon  a 
statement  that  is  entirely  outside  of  the  business  of  a  department.  It 
may  be  that  the  company  has  the  enormous  reserve,  of  several  millions, 
and  yet  if  you  put  down  a  table  showing  that  the  capital  of  the  company 
is  impaired,  you  throw  a  discredit  upon  it,  no  matter  how  good  it  is. 

Mr.  Brsksb  :  If  we  decide  here  that  capital  is  not  a  liability,  we  shall 
doabtless  say  so  in  our  report,  and  the  people  will  understand  that  it  is 
not  a  liability.  But  that  we  should  be  prohibited  from  stating  the  facts 
and  telling  the  truth  in  the  matter,  I  think  is  wrong.  A  company  might 
make  a  large  dividend  and  thereby  impair  its  reserve,  and  take  capital  to 
make  it  up,  if  it  sees  fit  to  indulge  in  that  luxury,  and  it  is  very  important 
that  the  policyholders  should  know  it. 

Mr.  MILJ.SR :  In  view  of  the  fact  that  this  subject  does  not  seem  to 
meet  with  unanimous  opinion  either  way,  and  that  these  particular  sub- 
jects are  really  treated  of  in  another  manner,  in  the  law  to  be  submitted, 
I  move  that  this  resolution  now  lie  upon  the  table. 

Carried. 

Mr.  Oloott,  (as  representative  of  the  auditor  of  Alabama) ;  I  move 
that  the  thanks  of  this  convention  be  tendered  to  the  New  York  Board  of 
Fire  Underwriters  for  the  gratuitous  use  of  their  hall  for  our  meetings, 
and  to  the  National  Board  of  Fire  Underwriters  for  the  use  of  their  office 
while  the  convention  has  not  been  in  session,  and  also  for  the  generous 
proposition  which  has  been  made  to-day,  that  the  permanent  conven- 
tion may  continue  to  use  the  offices  so  long  as  occupied  by  the  Board. 

Carried  unanimously. 

On  motion  of  Mr.  Gaines  of  Louisiana,  it  was  unanimously 

resolved : 

That,  hereafter  discussions  shall  be  confined  to  the  members  of  the 
convention  in  proper  person,  and  that  on  all  subjects  the  speakers  be 
limited  to  ten  minutes  each. 

Mr.  Brsssb  of  Missouri  moved  that  the  convention  proceed  to 
take  up  the  report  of  the  committee  on  legislation.     Carried. 

Mr.  Smith,  of  Kentucky :  Before  handing  in  the  report  of  the  committee 
on  legislation,  I  desire  to  say  that  three  of  the  members  of  this  committee, 
the  commissioner  of  insurance  of  Massachusetts,  the  auditor  gen- 
eral of  Pennsvlvania,  and  the  delegate  from  California,  are  now 
absent.  Mr.  Clarke,  of  Massachusetts,  requested  that  his  place  on 
the  committee  be  filled  by  some  one  else,  and  that  was  done  yesterday  by 
the  appointment  of  the  insurance  commissioner  of  New  Hampshire. 
That  leaves  the  committee  as  it  now  stands,  of  those  who  are  present, 
Mr.  Row,  of  Michigan,  Mr.  Pillsbury,  of  New  Hampshire,  and  myself. 

I  also  wish  to  say  that  we  are  all  impressed  with  the  fact,  that  the  time 
we  have  had  to  consider  this  subject  has  been  too  short  for  us  to  suppose,  or 
the  convention  to  infer,  that  we  could  entirely  complete  our  task.  A  great 
deal  has  been  said  upon  the  subject  of  the  outline  of  a  law,  and  we  now 
submit  our  report  as  being  the  best  we  could  do  under  the  circumstances. 
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I  submit  it  with  all  its  imperfections,  and  with  no  disposition  to  fight  for 
it,  point  by  point. 

The  Secretary  then  proceeded  to  read  by  titles  the  outline  or 

draft  of  general  insurance  law,  as  revised  by  the  committee  on 

legislation,  as  follows : 

TITLE  I. 

Gbnkral  Provisions. 

Skori  titU  of  act, 

§  1.  This  act  may  be  known  as  *'Thie  Rxciprocal  Gbnrrai.  Insur- 
ANCB  Act  "  of  the  state  of 

Object  and  construction  of  the  act. 

§  3.  The  object  of  this  act  is  to  revise,  simplify,  and  amend  the  laws 
of  this  state  in  relation  to  insurance,  with  due  regard  to  the  legislation 
of  other  states,  so  as  to  secure  mutual  harmony  in  the  promotion  of  the 
public  interest,  to  define  the  relation  of  the  state  to  companies  and  indi- 
viduals, to  ensure  the  stability  of  companies,  to  protect  the  interests  of 
the  insured,  and  to  encourage  the  emplojrment  of  capital. 

And  its  provisions  are  to  be  construed  liberally  in  furtherance  of  the 
protection  of  the  insured,  and  so  far  as  may  be  in  harmony  with  the 
construction  which  may  be  given  by  the  courts  of  other  states  adopting; 
a  like  act. 

Harmony  in  substance  only  required. 

§  3.  The  words  **any  state  in  which  the  provisions  of  law  contained 
in  this  act  shall  be  in  force,'*  shall  be  construed  to  mean  the  substantial 
provisions  of  this  act,  defining  the  right* to  do  insurance  business  and 
providing  for  the  stability  of  companies  and  the  protection  of  the 
insured;  and  differences  in  respect  to  the  organization  of  the  insurance 
department,  the  constitution  of  companies,  or  the  form  of  judicial 
remedies,  shall  not  be  deemed  to  impair  the  uniformity  which  this  act  is 
intended  to  secure.* 

Tke  same  burdens  imposed  on  companies  not  of  tkis  state  as  are  imposed 
abroad  on  \_New  JorJk']  companies. 

§  4.  When,  by  the  laws  of  any  other  state  or  nation,  any  taxes,  finea, 
penalties,  licenses,  fees,  deposits  of  money, .  or  of  securities,  or  other 
obligations  or  prohibitions,  are  imposed  on  insurance  companies  of  this 
state  doing  business  in  such  other  state  or  nation,  or  upon  their  agents 
therein,  so  long  as  such  laws  continue  in  force,  the  same  obligations  and 
prohibitions,  of  whatever  kind,  shall  be  imposed  upon  all  insurance 
companies  of  such  other  state  or  nation  doing  business  within  this  state, 
and  upon  their  agents  here. 

Mr.  Brbbsb,  of  Wisconsin :  I  move  to  insert  after  the  word  "  same,"* 
the  words  *'  taxes,  fines,  penalties,  licenses,  fees,  deposits  of  money,  etc" 
I  don't  think  that  penalties  are  obligations,  and  I  think  the  same  words 
should  be  used  as  m  the  fore  part  of  the  section. 

Mr.  Olcott  (representative  of  the  auditor  of  Alabama)  :  That  section 
was  framed  in  that  way  to  save  verbiage — to  save  loading  the  statute 
with  unnecessary  words.  We  have  aimed  to  get  the  meaning  of  the  legis- 
lature expressed  in  the  fewest  possible  words,  and  leave  no  ground  for 
misconstruction.  Now,  fines,  licenses,  taxes,  deposits  of  money  or  other 
securities,  are  obligations  and  prohibitions,  and  would  be  so  defined  by 
the  court;   and,  therefore,  when  we  saj  **the  same  obligations  and 

*  The  essential  proTisions  should  be  inserted  in  this  section  when  tiie  details  of  the  ad 
shall  have  been  fixed  upon. 
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prohibitions,**  ^ve  xneftn  the  same  as  are  contained  in  the  fbrmer  pait  of  the 
section. 

Mr.  Brsxsk  :  Then  I  would  add  the  word  *<  aforesaid**  after  **  prohibi- 
tions.'* 

Mr.  MiiXKR,  of  New  York :  The  words  <*  other  obligations  or  prohibi- 
tions" in  the  first  part  implies  that. 

Mr.  Caldwbu.,  of  Indiana :    I  think  it  now  covers  the  whole  ground. 

The  amendment  of  Mr.  Breese  was  then  put  to  a  vote  and  was 
lost 
The  Secretar}-  then  continued  to  read  as  follows : 
*'  Company**  defined, 

§  5.  The  term  ''companj,"  as  used  in  anjr  provision  of  this  act 
subjecting  companies  to  any  obligation  or  restriction,  includes  individ- 
uals, partnerships,  joint-stock  associations  and  corporations. 

**  Anterican  **  and  ^^ foreign  "  companies  defined. 

{  6.  The  term  *<  American  company,"  as  used  in  this  act,  designates  a 
company  which  exists  by  the  law  of  any  state  or  territory  of  the  United 
States.    All  others  are  designated  as  foreign. 

^' Cam f  any  of  a  state**  defined. 

§  7.  The  expression  "company  of  a  state,  territory  or  nation,"  as 
used  in  this  act,  means  a  company  incorporated  by  or  organized  under 
the  laws  of  such  state,  territory  or  nation. 

"  Commissioner  "  defined. 

I  8.  Except  in  section  13,  the  word  "commissioner"  includes  the 
oflScer,  by  whatever  name  called,  who  is  charged  for  the  time  being  with 
the  duties  of  commissioner  of  insurance. 

Oaik  inclndes  affirmation. 

§  9.    The  term  oath,  in  this  act,  includes  affirmations. 

^^Direetors  "  defined. 

I  10.  The  term  "directors"  in  this  act,  designates  the  trustees,  mail- 
agers,  or  other  officers  constituting  the  executive  board  of  a  company. 
Directors  are  included  in  the  term  "  officers  "  unless  a  contrary  intention 
i^ipears. 

'' Agent**  defined. 

§  II.  The  term  "  agent  "or  "  agents  "  in  this  act  includes  an  acknowl- 
edged agent,  surveyor,  and  all  other  persons  who  shall,  in  any  manner, 
directly  or  indirectly,  aid  in  transacting  the  business  of  insurance. 

Nothing  contained  in  this  act  shall  be  construed  to  imply  that  an  agent 
has  any  power  to  bind  a  company,  not  expressly,  or  by  necessary  impli- 
cation, given  him  by  the  company. 

Mr.  Miller  :  I  would  suggest  that  the  word  "  includes  "  after  "  com- 
missioners" should  be  "designates."  \ 

Seconded  by  Mr.  Harvey,  of  Missouri,  and  adopted. 

On  motion  of  Mr.  Row,  of  Michigan,  Title  i,  as  amei.Jed,  was 

adopted. 

The  Secretary  then  proceeded  to  read  Title  11. 

The  Insurance  Cobcmissioner. 

Inanrance  department  lor  burean^. 

{  12.  There  is  hereby  established  a  distinct  department  [^r,  a  distinct 
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bureau  in  the  office  of  the  tecretarj  of  state,  or  ptker  ofict,  a*  ike  case^ 
may  ^0],  to  be  known  as  the  insurance  department  \or  bureau],  which 
•hall  be  charged  with  the  execution  of  the  laws  of  this  state  in  relation 
to  insurance. 

Insmramce  C^mmissionsr, 

§  13.  [Tkis  section  will  provide  for  the  aff  ointment^  salary^  term  of 
t^fiee,  cUrks,   deputies^  ttc.y  and   may  be  in  the   language    of  statutes 
already  in  force.    If  a  separate  officer  is  not  apfointedy  tke  section  may 
he  as  follows :   The  is  herebjr  declared  to  be,  ex-officio^ 

insurance  commissioner.  J 

Disqualification  of  officers  and  agents. 

§  14.  No  person  who  is  a  director,  officer,  or  agent  of,  or  directlj  or 
indirectly  interested,  in  any  insurance  company,  except  as  insured,  shall 
be  commissioner  or  deputy  commissioner,  or  be  employed  in  the  insur- 
ance department;  and  no  officer  or  agent  of  any  insurance  company 
doing  business  in  this  state  shall  be  deputed  to  examine  the  affairs  of  a 
company  under  this  act. 

General  duties  of  commissioner. 

§  15.  It  is  the  duty  of  the  commissioner : 

1.  To  see  that  all  laws  of  this  state  respecting  insurance  companies 
are  faithfully  executed. 

2.  To  record  in  his  office  every  charter  or  declaration  of  organization 
of  a  company,  with  the  certificate  of  the  attorney  general;  and,  on 
application  of  the  corporators,  to  furnish  to  them  a  certified  copy  thereof. 

3.  To  examine,  or  cause  to  be  examined,  the  affairs  and  condition  of 
any  insurance  company  doing  business  in  this  state,  whenever  he  deems 
an  examination  proper  or  necessary. 

4.  Whenever  he  deems  it  for  the  interest  of  the  public  so  to  do,  to  pub- 
lish the  result  of  his  examination  of  the  affairs  of  any  company  in  one 
or  more  papers  of  this  state. 

5.  To  suspend  the  entire  business  of  any  company  of  this  state,  and 
the  business,  within  this  state,  of  any  other  company,  during  its  non- 
compliance with  any  provision  of  this  act,  or  whenever  its  assets  appear 
to  him  insufficient  to  justify  its  continuance  in  business,  by  suspending 
or  revoking  the  certificate  granted  by  him ;  and  to  give  notice  thereof  to 
the  insurance  commissioner  or  other  similar  officer  of  every  state,  and 
publish  the  same  in  the  paper  in  which,  by  law,  state  notices  are  required 
to  be  published. 

6.  To  institute,  or  cause  to  be  instituted,  the  necessary  proceedings, 
nnder  the  laws  of  this  state,  to  close  the  affairs  of  any  company  of  this 
state  which  shall  appear  to  him  upon  examination  to  be  insolvent,  or 
fraudulently  conducted. 

7.  To  report  in  detail,  to  the  attorney  general,  any  violation  of  law 
relative  to  insurance  companies,  their  officers  or  agents,  or  the  business 
of  insurance. 

8.  To  furnish  to  the  companies  required  by  this  act  to  report  to  him, 
the  necessary  blank  forms  for  the  statements  required. 

9.  To  preserve,  in  permanent  form,  a  full  record  of  his  proceedings, 
and  a  concise  statement  of  the  condition  of  each  company  or  agency 
visited  or  examined. 

10.  At  the  request  of  any  person,  and  on  payment  of  the  fee,  to  gi^e 
certified  copies  of  any  record  or  papers  in  his  office,  when  he  deems  it 
not  prejudicial  to  public  interests  so  to  do,  and  to  give  such  other  certi- 
ficates as  this  act  provides  for. 

11.  To  report  annually  to  the  legislatpre,  on  or  before  the  day 
of  ,  the  names  and  compensation  of  his  clerks ;  the  receipts 
and  expenses  of  his  department  for  the  year ;  his  official  acts ;  the  con- 
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dition  of  companies  doing  business  in  this  state ;  and  such  other  inform* 
ation  as  will  exhibit  the  affairs  of  his  department. 

13.  To  send  a  copjof  his  annual  report  to  the  insurance  commissioner, 
or  other  similar  officer  ot  every  other  state,  and  to  each  company  doing 
business  in  this  state. 

13.  On  request,  to  communicate  to  the  insurance  commissioner  of  any 
state  in  which  the  provisions  of  law  contained  in  this  act  shall  be  in 
force,  any  facts  which,  by  law,  it  is  his  duty  to  ascertain  respecting  com- 
panies of  this  state  doing  business  within  such  other  state. 

Mr.  Mn.T.ER,  of  New  York :  Mr.  Chairman,  I  apprehend  that  this  is 
pretty  broad.  The  general  principle  is  all  right,  but  suppose  we  extend 
that  in  practice,  requiring  long  detailed  statements  of  the  value  of  life 
policies ;  there  is  no  provision  for  the  payment  of  the  expense.  It  seems 
to  me  that  the  commissioners  should  require  these  statements,  through 
the  companies,  and  then  the  companies  would  be  compelled  to  pay  for 
them.  There  should  be  some  provision  made  for  the  payment  or  this 
expense. 

Mr.  O1.COTT  Crepresentativeof  the  auditor  of  Alabama)  :  The  intention 
in  framing  that  section  was  that  there  should  be  such  reciprocity 
between  the  commissioners,  that  if  one  wished  to  know  anjrthing  con- 
cerning the  condition  of  the  companies  of  other  states,  he  could  apply 
freely  to  the  commissioners  of  those  states  without  any  feeling  of  reserve, 
such,  as,  I  am  informed,  exists,  to  a  certain  extent,  at  present  It  is 
intended,  of  course,  not  to  provide  for  any  extraordinary,  expensive,  or 
laborious  information.  And  it  seems  to  me  that  the  commissioner  has  a 
discretion  to  incur  any  reasonable  expense  in  his  department,  which 
would  come  out  of  the  companies  of  his  state. 

Mr.  M11.LBR :  It  is  not  limited  to  the  facts  within  the  commissioner's 
knowledge,  but  one  commissioner  can  call  upon  another  to  go  and  ascer- 
tain facts,  and  any  number  of  them,  in  regard  to  any  company,  or  any 
number  of  companies. 

On  motion  of  Mr.  Row,  of  Michigan,  action  was  postponed 
until  the  reading  of  the  title  was  concluded. 
The  Secretary  then  read  as  follows : 

14.  To  adopt  and  to  renew,  from  time  to  time,  when  necessary,  with 
the  approval  of  the  governor,  a  seal  of  office,  an  impression  and  descrip- 
tion whereof,  with  the  governor's  certificate  of  approval,  shall  be  filed  in 
the  office  of  the  secretary  of  state. 

General  powers, 

§  16.  The  insurance  commissioner,  for  the  purposes  of  examinations 
authorized  by  law,  has  power,  either  in  person  or  by  one  or  more  exam- 
iners by  him  commissioned  in  writing : 

1.  To  require  free  access  to  all  books  and  papers,  within  this  state,  of 
any  insurance  company,  or  the  agents  thereof  doing  business  within  this 
state. 

2.  To  summon  and  examine  any  person  being  within  this  state,  under 
oath,  which  he  or  any  examiner  may  administer,  relative  to  the  affairs 
and  condition  of  any  company. 

3.  For  probable  cause,  to  visit,  at  its  principal  office,  wherever  it  may 
be,  any  insurance  company  not  of  a  state  in  which  the  provisions  of  law 
contained  in  this  act  shall  be  in  force,  and  doing  business  in  this  state, 
for  the  purpose  of  investigating  its  affairs  and  condition ;  and  to  revoke 
its  certificate  in  this  state,  if  it  does  not  permit  an  examination. 

^  4-  To  revoke  or  modify  any  certificate  given  by  him,  when  any  condi- 
tion prescribed  by  law  for  granting  it  no  longer  exist. 
Mr.  Wkbb,  of  Kansas :  I  passed  by  the  5th  clause  of  the  15th  section, 
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but  I  see  the  same  provision  exists  here  in  this  clause ;  and  I  now  move 
to  amend  this  clause  by  striking  out  the  words  *' given  bj  him,"  and 
inserting  in  their  place  the  words,  **  of  authority." 

Adopted. 

The  Secretary  then  read  the  following : 

5.  The  insurance  commissioner  has  also  power  to  institute  suits  and 
prosecutions,  either  by  the  attorney  general,  or  such  other  attorney  as  the 
commissioner  may  designate,  for  any  violation  of  this  act. 

Mr.  Brsbsb,  of  Wisconsin :  I  move  to  amend  by  inserting  after  the 
words  "  attorney  general"  the  words  "or  other  law  officer  of  the  state," 
and  to  strike  out  the  words  **  or  such  other  attorney  as  the  commissioner 
may  designate."  Every  state  has  a  law  officer  of  some  kind,  and  I  think 
this  duty  should  be  performed  by  him,  and  the  commissioner  should  not 
be  allowed  to  appoint  any  pettifogger  that  he  may  choose. 

Mr.  Miller,  of  New  York :  I  think  the  commissioners  should  have 
power  to  appoint  a  lawyer,  for  if  you  leave  it  to  the  attorney  general  you 
will  get  nothing  done.  I  have  made  innumerable  complaints,  and  I  have 
not  been  able  to  get  a  prosecution  by  the  attorney  general. 

Mr.  Webb,  of  Kansas :  I  fully  concur  with  the  remarks  of  the  gentleman 
from  New  York  in  regard  to  this  matter.  I  think  if  a  man  is  qualified  to 
be  an  insurance  commissioner,  he  is  fit  to  be  entrusted  with  the  power  to 
probecute,  And  unless  he  is  invested  with  that  power,  I  think  he  will 
often  find  it  difficult  to  get  such  prosecutions  as  ought  to  be  made.  The 
language  of  this  section,  in  my  judgment,  is  now  precisely  what  it  should 
be. 

Mr.  Smith,  of  Kentucky :  I  agree  perfectly  with  the  remarks  of  the  gen- 
tlemen from  New  York  and  Kansas.  My  experience  has  burned  it  into 
me  that  I  ought  to  have  power  to  employ  a  lawyer. 

The  amendment  of  Mr.  Breese  was  not  seconded. 
The  Secretary  then  read : 

Penalty  for  refusal  to  testify^ 

§  17.  Whoever,  without  justifiable  cause,  being  within  this  state,  refuses 
to  appear  and  testifv  before  the  commissioner  when  >so  required,  or 
obstructs  him  in  the  discharge  of  his  duty,  shall,  for  each  offence,  be  pun- 
ished by  a  fine  not  exceeding  one  thousand  dollars,  or  by  imprisonment 
not  exceeding  one  year. 

Mr.  Miller,  of  New  York:  Mr.  President,  I  am  inclined  to  think  that 
is  a  little  too  stringent,  and  had  better  be  modified.  I  know  that  a  pro- 
vision not  to  be  compared  for  stringency  with  that  was  the  subject  of 
great  animadversion  on  the  part  of  our  legislature,  last  winter,  while 
considering  a  bill.  As  the  New  York  law  stands,  the  commissioner  has 
no  power  to  summon  any  body  except  officers  and  agents  of  companies. 

Mr.  Olcott  (representative  of  the  auditor  of  Alabama) :  I  will  state 
that  that  parenthesis  there,  "  without  justifiable  cause,"  covers  the  case, 
and  it  leaves  it  in  the  discretion  of  the  court  to  compel  a  witness  to  appear, 
when  there  is  justifiable  cause;  and  whoever  has  justifiable  cause,  is 
excused,  and  is  exempted  from  the'penalty  for  disregarding  the  summons. 

Mr.  Miller  :  I  have  no  personal  objection,  but  I  think  it  will  arouse 
opposition.     However,  I  do  not  offer  any  amendment. 

The  Secretary  then  read : 

Evidence, 

§  18.  Every  instrument  executed  by  the  commissioner  of  this  state,  or 
of  an  V  other  state  in  which  the  provisions  of  law  contained  in  thin  act 
shall  be  in  force,  pursuant  to  authority  conferred  by  this  act,  and  authen- 
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ticated  by  his  seal  of  office,  shall  be  received  as  evidence  in  this  state ;  and 
copies  ofpapers  in  his  office  certified  by  him,  «nd  so  authenticated,  shall 
be  received  as  evidence  in  this  state  with  the  same  effect  as  the  originals. 

Everj  such  instrument  so  executed  and  authenticated  by  the  commis- 
sioner of  this  state,  shall  be  recorded  in  the  same  manner,  and  the  same 
and  its  record  shall  have  the  like  effect,  as  if  acknoiwledged  or  proved 
according  to  law. 

The  impression  of  the  seal  may  be  directly  on  paper,  with  or  without 
other  tenacious  substance. 

On  motion  of  Mr.  Miller  of  New  York,  the  word  "  other"  in 
the  last  paragraph  was  stricken  out. 

Mr.  Wkbb,  of  Kansas :  Mr.  Chairman,  this  is  the  third  time  that  the 
language  to  which  I  object  occurs.  Twice  before  it  has  been  passed  over  with- 
out comment ;  and  perhaps  the  objection  I  take  to  it  may  not  be  regarded 
as  sound  by  the  members  of  the  convention.  Nevertheless,  I  suggest  it 
and  move  an  amendment.  The  language  is  in  the  first  part  of  the 
section.  The  difficulty  is  that  a  statute  of  New  York  is  not  law  in  Penn- 
sylvania or  any  where  else,  and  has  no  force  outside  of  New  York.  The 
statute  of  a  state  is  never  extra-territorial  in  its  operation  or  effect;  but 
the  substantial  provisions  of  a  statute  in  one  state  may  be  enacted  in  any 
other  state.  I  do  not  like  the  language  here  employed,  and  I  move  to 
amend  so  that  it  shall  read  *' every  instrument  executed  by  the  commis- 
sioner of  this  state,  or  of  any  other  state  in  which  the  substantial 
provisions  of  this  act  shall  be  enacted,  etc." 

The  amendment  was  then  adopted. 

Mr.  Wkbb  :  The  same  language  occurs  in  the  13th  paragraph  of  the 
i6th  section ;  and  I  move  that  the  same  change  be  there  made,  and  else- 
where throughout  the  act,  wherever  the  language  occurs. 

Seconded  by  Mr.  Gaines  of  Louisiana. 

Mr.  MiLLBR  :  I  think  the  amendment  is  good. 

The  amendment  was  then  adopted. 

The  Secretary  then  read  as  follows : 


§  19.  There  shall  be  paid  by  every  company,  to  ^hich  this  act  applies, 
the  following  fees  toward  defraying  the  expenses  of  executing  its  pro- 
visions : 

Upon  filing  the  declaration  or  certified  copy  of  charter,  twenty-five 
dollars. 

Upon  filing  the  annual  statement,  or  certificate  in  lieu  thereof,  twenty 
dollars. 

For  each  certificate  of  authority  and  certified  copy  thereof,  two  dollars. 

For  every  copy  of  any  paper  filed  in  the  department,  [or  bureau],  the 
sum  of  twenty  cents  per  folio ;  and  for  affixing  the  official  seal  to  such 
copy  and  certifying  the  same,  one  dollar. 

For  valuing  life  policies,  ten  dollars  per  million  of  insurance,  or  any 
fraction  thereof. 

For  official  examinations  of  companies  under  this  act,  the  actual 
expenses  incurred. 

For  countersigning  and  registering  policies  and  annuity  bonds,  the 
reasonable  expenses  of  custody,  registration,  and  issue. 

Mr.  Harvby,  of  Missouri :   I  would  suggest  that  the  section  commenc- 
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ing  •'valuing  life  policies,  ten  dollars,  etc."  be  amendea  so  as  to  read  "for 
valuing  policies  of  life  insurance  companies." 

The  amendment  was  adopted. 

Mr.  MiLLSR,  of  New  York :  There  is  no  such  provision  in  our  law*  but 
perhaps  this  is  a  proper  fee.  I  would  like  to  know  how  manj  of  the  states 
have  this  provision. 

Mr.  Olcott,  (representative  of  the  auditor  of  Alabama) :  This  is  the 
recommendation  ot  the  committee  on  fees  at  the  previous  session  of  the 
convention,  which  was  adopted. 

Mr  Harvby,  of  Missouri :  That  was  the  fee  I  think,  in  Massachusetts, 
and  also  in  Missouri,  although  no  fee  Is  there  prescribed  by  law. 

The  Secretary  then  read  as  follows : 
Deficiency, 

9  20.  In  case  the  necessary  expenses  of  said  department  exceed  the 
amount  of  fees  collected  under  this  act,  and  paid  into  the  state  treasury 
(exclusive  of  the  tax  upon  marine  premiums),  the  excess  of  such  expenses 
shall  be  annually  assessed  by  the  commissioner,  in  equal  shares,  upon  all 
the  insurance  companies  doing  business  in  this  state;  and  the  commis- 
sioner has  power  to  collect  such  assessments  and  pay  the  same  into  the 
state  treasury. 

Mr.  Brkbss,  of  Wisconsin :  I  move  that  that  whole  section  be  stricken 
out.  I  think  the  expenses  of  the  department  should  be  provided  for  by 
legislation ;  and  if  the  fees  are  not  sufficient,  instead  of  conferring  the 
power  upon  the  commissioner  to  levy  taxes,  the  balance  should  be  paid 
out  of  the  general  fund  by  warant  to  the  auditor. 

The  motion  was  seconded  by  Mr.  Gaines,  of  Louisiana. 

Mr.  Miller,  of  New  York :  It  seems  to  me  that  the  fees  are  cut  down 
pretty  low,  and  I  think  some  of  the  gentlemen  will  find  themselves  short, 
and  they  had  better  provide  for  it  in  some  way.  Rest  assured' that  the 
legislatures  of  the  different  states  will  expect  the  different  departments  to 
be  supported  by  the  companies;  and  if  you  are  not  going  to  do  that,  you 
had  better  make  a  distinction  in  section  19;  it  seems  proper,  eminently 
proper,  that  there  should  be  a  discrimination  between  the  statements  of 
companies,  and  that  some  should  pay  higher  fare  than  others.  It  seems 
to  me  that  this  deficiency  should  be  provided  for,  not  by  assessing  an  equal 
amount  upon  each  company,  but  by  percentage  upon  the  receipts  in  the 
state,  or  by  some  other  more  equitable  way. 

Mr.  Smith,  of  Kentucky:  When  we  came  to  this  subject  in  the  com- 
mittee, it  was  understood  that  these  fees,  as  placed  here,  had  been  decided 
upon  at  a  previous  session  of  this  convention,  and  I  suppose  they  are 
accurate.  But  at  the  other  meeting,  I  noticed  that  there  was  a  very 
heavy  reduction  of  these  fees.  I  waived  my  objection,  because  at  the 
end  of  the  year  the  expenses  would  be  no  more  or  less  because  of  these 
fees,  and  the  expenses  would  have  to  be  paid  b^  the  companies.  I  really 
think  this  is  about  as  near  right  as  we  can  get  it  now.  I  am  satisfied  that 
some  states  will  not  have  departments  if  they  are  to  be  taxed  for  it. 

Mr.  Brebsb  :  I  believe  that  every  state  should  provide  for  the  pay- 
ment of  the  salaries  of  its  officers  by  special  provisions.  I  do  not  believe 
in  this  loose  way  of  collecting  revenues. 

The  motion  of  Mr.  Breese  to  strike  out  section  20  was  then 

put,  and  declared  lost. 

Mr.  Gaines,  of  Louisiana:  Mr.  Chairman,  inasmuch  as  the  provisions 
of  this  act  must  somewhere  embrace  the  option  of  the  state  to  impose  a 
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tax  of  at  least  I  ^  per  cent  on  premiumE.  I  think  the  state  might,  without  a 
Terj  great  stretch  of  liberality,  provide  for  these  things  out  of  that.  If  a 
state  does  not  tax  insurance  companies  at  all,  then  the  question  of 
assessing,  upon  the  basis  of  their  prominence,  for  expenses  incurred  in 
their  interest  is  very  proper.  But  when  a  state  chooses  to  tax  the  com- 
panics  on  their  premiums,  I  do  not  see  why  the  tax  should  be  a  net 
income  to  the  state. 

Mr.  Smith  :  We  would  get  into  difficulty  if  we  attempt  to  carry  taxa- 
tion in  the  different  states  -,  and  as  the  companies  are  perfectly  united  on 
this  thingf  ^nd  say  it  iS  for  their  interest  to  have  it  done,  there  should 
be  no  dinerence  of  opinion  in  regard  to  it. 

Mr.  Brbssk  :  I  am  aereed  that  the  adoption  of  this  twentieth  section 
upturns  all  uniformity,  tor  by  it  the  companies  in  New  York  are  taxed 
more  by  $25,000  than  they  are  in  Wisconsin. 

Mr.  M11.LBR :  It  is  Ul  paid  by  the  companies.  There  has  not  been  any 
assessment  in  over  two  years. 

The  vote  upon  the  motion  of  Mr.  Breese  to  strike  out  section 
20,  was  then,  upon  the  motion  of  Mr.  Miller,  of  New  York, 
Te-considered. 

The  convention  then  adjourned  to  meet  at  the  St.  Nicholas 
Hotel  at  7  o'clock,  P.  M. 


EVENING  SESSION. 

The  convention  was  called  to  order  at  7-30  o'clock  by  the  vice- 
president,  Mr.  Breese. 

Consideration  of  section  20,  of  the  report  of  the  committee  on 
legislation  was  resumed,  and  on  motion  the  word  ''  marine"  in 
the  parenthesis  was  stricken  out 

The  secretary  then  read : 

C^mnt€rstgntng  securities. 

§  21.  No  transfer  by  the  insurance  commissioner  of  securities  of  any 
kind,  in  any  way  held  by  him  in  his  official  capacity,  is  valid,  unless 
countersigned  by  the  treasurer  of  the  state. 

It  is  the  duty  of  the  state  treasurer : 

1.  To  countersign  any  such  transfer  presented  to  him  by  the  commis- 
missioner ; 

2.  To  keep  a  record  of  all  such  transfers,  stating  the  name  of  the 
company  from  whose  account  the  transfer  is  made ;  the  name  of  the 
transferee,  unless  transferred  in  blank;  and  a  description  of  the 
security ; 

3.  Upon  countersigning,  to  advise  by  mail  the  company  concerned  of 
the  particulars  of  the  transaction. 

4.  In  his  annual  report  to  the  legislature,  to  state  the  amount  of  trans- 
fers  countersigned  by  him. 

Access  to  beoks. 

I  22  For  the  purpose  of  verifying  the  correctness  of  records,  the  com- 
missioner is  entitled  to  free  access  to  the  treasurer's  record  required  by 
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section  21,  and  the  treasurer  is  entitled  to  free  access  to  the  books  and 
other  documents  of  the  insurance  department,  and  to  securities  held  bj 
the  commissioner  for  registered  policieb. 

The  secretary  stated  that  it  had  been  suggested  to  strike  out  the 
word  "  registered,"  on  the  ground  that  there  is  no  reason  why  the 
treasurer  should  not  have  access  to  the  funds  held  for  other 
policies. 

On  motion  of  Mr.  Harvey,  of  Missouri,  the  words  "  for  regis- 
tered policies  "  were  stricken  out,  and  in  place  of  the  word  "  and," 
before  "  to  securities,"  the  word  "  relating  "  was  inserted. 

Mr.  Harvey,  of  Missouri :  I  am  afraid  that  we  are  goin^  too  fast.  I 
think  that  the  fifth  and  sixth  paragraphs  of  section  fifteen  give  altogether 
too  much  latitude  to  the  individual  opinion  of  the  commissioner.  We 
want  some  definition  as  to  what  the  condition  of  a  company  should  be 
before  it  is  declared  insolvent. 

Mr.  Olcott,  (representative  of  the  auditor  of  Alabama)  :  That  is  set- 
tled by  the  rule  adopted  by  the  convention,  as  to  rate  of  interest  and 
mortality. 

Mr.  Harvey,  of  Missouri :  Almost  every  gentleman  who  has  spoken 
on  this  subject  of  the  rate  of  interest  and  mortality  has  agreed  tkat  net 
valuation  is  not  a  test  of  the  insolvency  of  a  company. 

Mr.  Smith,  of  Kentucky:  This  expression,  in  paragraph  six  of  section 
fifteen,  **  necessary  proceedings,"  refers  to  what  we  had  hoped  might 
come  in  some  shape  into  this  law  from  the  committee  on  winding  up  insol- 
vent companies.  As  I  understand  it,  and  as  understood  by  the  com- 
mittee in  going  through  thequestion  of  net  value,  in  the  long  report,  which 
you  all  so  patiently  discussed,  when  companies  have  not  got  the  requisite 
deposit,  or  reserve,  upon  net  value,  which  is  the  alarm  bell,  the  order  to 
•top  her,  not  to  tear  the  ship  to  pieces,  there  is  danger.  The  state, 
the  company  officers,  the  policyholders,  and  all,  become  immediately 
interested,  and  the  question  must  go  under  law  somewhere,  to  the  courts 
or  to  the  commissioner.  I  don't  know  what  to  decide.  These  necessary 
proceedings  are  supposed  to  refer  to  these  recommendations  that  we  will 
make  in  reference  to  what  is  to  be  done  with  a  company  when  it  has 
intrenched  at  all  upon  its  reserve.  It  is  the  farthest  thing  in  the  world 
from  the  intention  of  the  committee  on  net  values  to  do  anything  of  that 
kind ;  and  if  we  had  started  that  way,  we  would  have  got  lost.  It  seems 
to^  me  that  the  objections  of  the  gentleman  [Mr.  Harvey,  of  Missouri", 
will  be  met  if  we  can  get  hold  of  some  proper  intimation  of  what  the 
law  ought  to  be,  and  what  must  be  done  when  this  alarm  bell  is  sounded. 
It  is  to  take  care  of  them,  and  not  destroy  them  and  cut  them  to  pieces 
In  the  mill  of  a  receiver. 

Mr.  Miller,  of  New  York :  I  suggest  that  this  section  be  amended 
after  the  committee  on  winding  up  companies  make  their  report.  It  is 
evident  to  my  mind  that  it  will  have  to  take  that  course. 

Mr.  Harvey,  of  Missouri :  I  want  to  make  a  little  explanation.  When 
I  made  the  motion  to  have  this  committee  appointed,  it  was  upon  the 
understanding  that  the  board  of  fire  underwriters  here  had  a  digested 
plan  relating  to  fire  companies.  Well,  I  have  inquired  not  only  of 
the  president  of  the  board  but  of  other  fire  insurance  officers  here,  and 
I  find  that  nobody  has  gone  any  farther  than  to  be  able  to  say  that 
something  is  necessary;  and  then  they  have  all  stopped.  Except  when' 
I  was  an  agent  once  of  a  fire  insurance  company,  I  have  never  had  an 
hour's  experience  with  that  branch  of  insurance,  and  consequently  I 
have  been  all  at  sea  when  undertaking  to  do  anything  on  the  subject. 


This  morning  I  had  a  conversation  with  Mr.  Fackler  on  the  subject,  and 
we  made  an  agreement  as  to  what  would  be  proper  under  certain  circum- 
stances; and  my  design  was,  after  some  consultation  with  members  of 
the  committee  and  others,  it  being  understood  that  the  convention  would 
not  adjourn  until  next  Tuesday,  to  devote  the  time  between  now  and 
Monday,  to  preparing  something  that  will  meet  a  case  that  has  not  been 
provided  for  in  any  of  the  laws  of  the  states,  and  which  could  be  approved 
by  the  commissioners. 

The  secretary  then  read 

TITLE  III. 

Provisions  Applicable  to  all  Classes  of  Companies. 

Business  of  insurance  unlawful  except  as  provided  in  tkis  'act. 

§  23.  It  is  unlawful  for  insurers  or  their  agents  to  make,  negotiate,  or 
solicit,  within  this  state,  any  contract  of  insurance,  except  as  authorized 
in  this  act. 

Mr.  Miller,  of  New  York :  I  would  like  to  ask  the  secretary  where 
they  got  these  sections  ? 

Mr*  Olcott  :  The  law  was  prepared  by  taking  the  laws  of  the  difier«nt 
states,  and  looking  them  over,  and  endeavonng  to  simplify  them  as 
much^s  possible.  The  Connecticut  law  is  a  very  good  one,  and  we  got 
a  good  deal  out  of  that. 

The  secretary  then  read : 

Insuramce  depending  on  life  not  to  be   connected  with  other  business. 

§  24.  No  company  hereafter  organized  in  this  state  shall  make  insur- 
ance upon  the  lives  of  individuals,  nor  grant,  purchase,  or  dispose  of 
annuities  unless  organized  solely  therefor,  and  doing  such  business 
exclusively. 

Mr.  Miller  :  That  section  does  not  interfere  with  the  accident  and 
life  companies,  which  are  already  in  existence,  but  it  prevents  any  other 
accident  and  life  companies  from  being  organized  unless  that  section  is 
modified. 

Mr.  Olcott  :  The  object  of  that  is  to  prevent  a  life  company  from 
doing  a  fire  business,  as  the  English  companies  do,  and  from  doing  an 
accident  business,  as  some  of  the  eastern  companies  do,  and  also  trom 
doing  marine  business. 

Mr.  M11.LER:  I  might  state  that  for  a  considerable  time  the  Irw 
of  New  York  has  been  to  the  same  effect,  that  life  companies  shall 
not  do  a  fire  business.  Some  of  the  British  companies  that  do  business  in 
this  country,  do  both  a  life  and  fire  business  at  home,  and  until  recently  there 
was  no  discrimination  in  the  law,  or,  in  fact,  between  life  and  fire  assets. 
They  were  held  in  common,  as  a  general  rule,  although  some  companies 
may  have  made  a  distinction.  But  under  an  act  of  parliament,  passed 
last  year,  they  are  now  required  to  keep  those  assets  separate ;  to  hold 
life  assets  entirely  distinct  from  fire  assets,  and  to  state  them  separateljr; 
and  one  shall  not  be  held  for  the  liabilities  of  the  other.  The  law  is 
eminently  proper,  and  they  have  to  this  extent  sanctioned  the  wisdom  of 
the  New  York  law,  and  of  all  the  other  laws  in  this  country. 

Mr.  Olcott  :  The  only  question  we  had  in  drawing  that  section  was, 
whether  ^it  might  act  injuriously  upon  the  life  and  accident  companies 
combined;  and  the  word ''hereafter"  was  inserted  after  the  section  had 
been  drawn  and  thought  over  for  some  days,  for  the  purpose  of  not  inters 
ferringwith  existing  life  and  accident  companies,  so  that  the  state  of 
Connecticut  could,  if  it  chose,  pass  the  act  without  throwing  out  the 
already  chartered  life  and  accident  companies. 
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Mr.  Harvey,  of  Missouri :  I  concede  the  propriety  of  not  permitting  a 
life  company  to  do  a  fire  or  marine  business,  but  I  don't  know  what  con- 
flict there  is  between  life  and  accident  companies,  as  they  are  organized 
in  this  country ;  they  keep  their  accounts  separately  ;  every  company  of 
that  kind  I  thmk  would  do  that. 

Mr.  M1LZ.KR :  Don*t  you  think  that  life  companies  should  be  kept  dis- 
tinct, and  do  no  other  business  ? 

Mr.  Harvsy,  of  Missouri:  They  should  keep  separate  reserves  for 
them. 

The  secretary  then  read  as  follows : 

Approval  of  charter  by  attorney  general. 

§  25.  No  declaration  of  organization  or  charter  of  an  insuranee  com- 
pany formed  under  any  general  law  of  this  state,  and  no  alteration  or 
amendment  thereof,  shall  be  operative  until  it  has  been  submitted  to  the 
attorney  general  for  examination ;  and  found  by  him  to  be  in  accordance 
with  the  provisions  of  this  act,  and  of  such  general  law,  and  not  incon- 
sistent with  the  constitution  and  laws  of  the  United  States  and  of  this 
state;  and  so  certified  by  him,  and  delivered  to  the  insurance  com- 
mijsioner. 

Investment  of  capital, 

§  26.  The  whole  capital  and  assets  of  everv  insurance  company^  and 
all  the  funds  accumulated  in  the  course  of  its  ousiness,  shall  be  invested 
in  its  corporate  name,  as  follows : 

\_Here  enumerate  securities.'} 

But  this  section  shall  not  be  constructed  to  affect  the  power  of  a  com- 
pany to  make  dividends  not  impairing  its  capital,  and  its  reserves  (that 
IS  to  say,  its  trust  fund  and  additional  trust  fund). 

No  dividends  shall  be  paid  except  from  surplus  in  excess  of  the  capital 
stock,  reserve  fund  for  re-insurance  of  policies,  and  other  obligations  of 
the  company. 

Mr.  MiLLBR,  of  New  York:  Should  action  be  taken  in  recommending 
securities  ?  It  is  one  of  the  most  important  questions.  If  the  companies* 
assets  are  not  invested  in  good  securities,  I  would  not  give  much  for  your 
table  of  mortality  or  rate  of  interest. 

Mr.  Harvsy,  of  Missouri :  Is  not  section  26  a  little  sweeping  ?  The 
whole  assets  of  a  company  embrace  some  things  that  cannot  very  well  be 
invested  in  any  sort  of  security  that  would  probably  be  mentioned  in  that 
section. 

Mr.  Smith,  of  Kentucky:  I  think  we  had  better  stop  a  little  here,  and 
see  if  we  cannot  do  a  little  towards  enumerating  securities.  The  original 
draft  of  this  bill  has  got  in  it  the  securities  that  are  legal  in  New  York, 
Massachusetts  and  Missouri,  I  believe;  and,  if  you  will  allow  me,  I  will 
read  the  section  of  the  Kentucky  law  in  reference  to  that  subject.  I  per- 
ceive that  it  is  pretty  stringent.     It  says  : 

''The  capital  stock  and  accumulations  not  required  for  its  current  busi- 
ness, of  every  life  insurance  company  deriving  its  authority  from  any 
general  or  special  law  of  this  commonwealth,  shall  be  invested  in  the 
bonds  or  treasury  notes,  bearing  interest,  of  the  United  States,  or  bonds 
of  the  state  of  kentucky ;  or  of  any  city,  town  or  county  of  this  state, 
having  lawful  authority  to  issue  the  same ;  or  in  bonds  of  railroad  com- 
panies of  this  state;  or  they  may  l>e  invested  or  loaned  on  mortgages  of 
real  estate,  in  the  state  of  Kentucky,  unincumbered,  and  worth  at  least 
double  the  amount  loaned  thereon,  or  on  pledges  of  any  of  the  stocks  or 
bonds  named  in  this  section.'* 

On  that  phrase,  **  stocks  or  bonds,*'  there  has  been  a  considerable 
struggle  between  the  companies  and  myself  in  the  st^te  of  Kentucky. 
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Thej  saj  thej  maj  invest  in  railroad  stocks,  but  I  saj  there  is  no  class 
named  in  the  law.  It  is  rather  a  defect  in  the  law.  It  then  continues  as 
follows : 

'*The  evidences  of  debt,  whether  notes,  bonds  or  other  instruments^ 
shall  in  all  cases  be  lodged  with  and  accompany  the  mortgage,  in  such 
manner  that  the  mortgage  cannot  be  released  without  the  consent  of  the 
company." 

That  I  suppose,  has  a  large  mixture  of  the  New  York  and  Massachu- 
setts law  in  it,  as  I  understand  thej  were  both  before  the  committee  of 
the  legislature  when  it  was  prepared.  In  working  into  this  I  have  always 
myself  been  opposed  to  this  restriction  of  a  company  to  invest  in  the 
securitieB  of  its  own  state. 

Mr.  Harvry,  of  Missouri :  This  language  of  the  Kentucky  law  I  believe 
covers  the  point  I  made.  It  says  ''The  capital  stock  and  accumulations 
not  required  for  its  current  expenses  shall  be  invested  as  follows  :*' 

Mr.  MiLi.BR :  I  do  not  see  the  necessity  for  putting  in  that  clause  '*  not 
required  for  its  current  business."  The  whole  chapter  it  seems  to  me 
should  be  permissory. 

Mr.  Harvkt,  of  Missouri :  I  should  reouire  that  the  reserves  of  life 
insurance  companies  should  be  all  securely  invested  in  interest-paying 
securities. 

Mr.  MiLLSR :  All  our  business  is  to  see  that  they  have  the  reserve ;  and 
now  it  is  proposed  to  say  that  they  shall  invest  so  and  so. 

Section  8  of  our  act  as  it  now  stands  provides  for  the  investment  of 
fiinds  and  accumulations,  as  aside  from  capital,  and  they  may  invest  in 
bonds  and  mortgages  that  must  be  worth  75  per  cent  more  than  the  sum 
loaned,  and  the  other  securities  are  named.  Now  there  is  a  very  serious 
question  under  our  law  as  it  stands,  whether  a  life  company  can  loan 
upon  collaterals.  It  looks  very  much  as  though  the  law  did  not  provide, 
and  did  not  intend  to  providfe  for  that ;  and  it  is  of  serious  question 
whether  it  should ;  and  it  will  be  a  question  under  this.  The  term  used 
in  our  law  is  '*  invest."  Now  the  question  under  that  is  whether  they 
should  be  allowed  to  loan  upon  collaterals.  To  invest  in  bonds  and  mort- 
gages is,  of  course,  another  thing.  The  language  of  this  is  not  explicit; 
and  then  it  is  '<  shall " — it  is  mandatory.  I  think  it  had  better  be  changed 
and  I  move  to  amend  by  striking  out  the  word  *' whole,"  and  substituting 
"may"  for  "shall." 

The  Secretary  then  read  the  following  from  the  New  York 
insurance  act : 

"It  shall  be  lawful  for  any  insurance  company  organized  under  this 
act,  or  incorporated  under  any  law  of  this  state,  to  invest  its  capital  and 
the  funds  accumulated  in  the  course  of  its  business  or  any  part  therof  in 
bonds  and  mortgages  on  unincumbered  and  improved  real  estate  within 
the  state  6f  New  York,  worth  fifty  per  cent  more  than  the  sum  loaned 
thereon,  exclusive  of  buildings,  unless  such  buildings  are  insured  and  the 
policy  transferred  to  said  company,  and  also  in  the  stocks  of  this  state, 
or  stocks  or  treasury  notes  of  the  United  States,  and  also  in  the  stocks 
and  bonds  of  any  county  or  incorporated  city  in  this  state,  authorized  to 
be  issued  by  the  legislature,  and  to  lend  the  same  or  any  part  thereof,  in 
the  security  of  such  stocks  or  bonds  or  treasury  notes,  or  upon  bonds  or 
mortgages  as  aforesaid,  and  to  change  and  re-invest  the  same  as  occasion 
may  from  time  to  time  require,  but  any  surplus  money  over  and  above 
the  capital  stock  of  any  such  fire  and  inland  navigation  insurance  com- 
panies, or  any  fire  insurance  companies  incorporated  under  any  law  of 
this  state,  may  be  invested  in  or  loaned  upon  the  pledge  of  the  public 
stock  or  the  bonds  of  the  United  States,  or  of  any  one  of  the  United 
States,  or  the  stocks,  bonds,  or  other  evidences  of  indebtedness  of  any 
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solvent  dividend  pa.ying  institutions  incorporated  under  the  laws  of  this 
state  or  of  the  United  States,  except  their  own  stock ;  and  any  amount 
not  exceeding  one-half  the  annual  premium  receipts  of  any  company 
upon  its  outstanding  policies  in  any  other  state  of  the  United  States,  may 
be  invested  upon  bond  and  mortgage  security  upon  real  estate  in  sucn 
state,  which  shall  be  certified  by  the  superintendent  of  the  insurance 
department  of  this  state  to  be  unincumbered,  improved  and  worth  double 
the  sum  loaned  thereon,  or  in  the  stocks  or  bonds  of  any  foreign  country, 
to  the  extent  which  may  be  provided  under  the  laws  thereof,  as  the  con- 
dition of  such  company  doing  business  therein;  frovidedy  that  such 
investment  in  such  foreign  stocks  or  bonds  shall  be  made  from  funda 
which  constitute  a  surplus  over  and  above  capital  and  other  liabilities, 
and  subject  to  the  approval  of  the  superintendent  of  the  insurance  depart- 
ment." 

Mr.  M11.LBR :  I  move  to  strike  out  this  whole  section  26  from  thia 
place,  for  this  reason :  It  strikes  me  that  you  should  regelate  the  invest- 
ments of  life,  fire  and  marine  insurance  companies  separately,  and 
by  independent  sections  under  the  different  heads. 

Mr.  Row,  of  Michigan  :  The  chairman  will  please  allow  me  to  make  a 
suggestion.  At  the  May  session  I  offered  a  resolution,  page  sixty-seven, 
in  regard  to  the  investments  of  companies;  and  I  have  drawn  a  sub- 
stitute for  this  section  twenty-six,  which  will  cover  the  idea  embraced  in 
my  resolution,  but  which  does  not  designate  the  securities  in  which  the 
companies  shall  invest. 

Mr.  Smith,  of  Kentucky :  I  think  the  idea  of  Mr.  Miller,  from  Ne^nr 
York,  is  a  good  one. 

Mr.  Miller  :  You  have  not  perhaps  all  had  the  experience  that  I  have 
with  the  difficulties  in  these  companies.  A  fire  and  a  life  insurance  com- 
pany are  two  entirely  different  things,  and  should  be  treated  differently. 
A  fire  company  needs  to  have  its  money  where  it  can  handle  it  readily, 
and  have  large  amounts  of  ready  cash  at  hand.  Therefore,  it  is  highly 
propel-  that  fire  companies  should  be  allowed  to  invest  their  moneys  in 
short  loans  upon  collaterals,  and  should  have  a  wider  range  than  life 
companies.  A  life  company  has  a  permanent  trust  fund  constantly 
forming  in  upon  it,  and  it  should  be  invested  solidly,  and  beyond  the 
reach  of  speculation,  or  peculation;  and  it  should  not  be  involved  in 
any  stock-jobbing  operations,  according  to  my  notion  of  life  insurance* 
And,  therefore,  there  should  be  entirely  distinct  regulations  in  regard  to 
the  different  kinds  of  insurance.  I  think  the  more  you  look  into  this 
matter  the  more  you  will  become  convinced  that  it  is  one  of  the  most 
important  subjects  next  to  the  settling  of  valuations,  to  keep  the  life  com- 
panies from  involving  what  they  have  in  the  hazards  of  trade  and  traffic 
and  stock-jobbing,  and  all  that  sort  oC  thing.  I  have  had  difficulty 
enough  with  life  companies  to  keep  them  out  of  it;  and  I  tell  you  the 
law  should  step  in  with  a  strong  hand.  If  you  don't,  vast  sums  will  be 
at  the  mercy  of  men  who  have  no  earthly  interest  than  to  see  how  much 
they  may  make  out  of  it. 

Therefore,  I  say  leave  this  out  of  the  general  regulation,  and  put  in 
regulations  as  to  life  and  fire  separately. 

The  motion  of  Mr.  Miller  was   seconded  by  Mr.  Smith,  of 

Kentucky ;  and  being  put  to  vote  was  declared  carried. 

The  Secretary  then  read  the  following : 

Rxamination  of  capital  and  securities. 

§  27.  Before  any  insurance  company  of  this  state  shall  do  any  business, 
the  insurance  commissioner  shall  cause  an  examination  to  be  made, 
either  by  himself  or  by  a  disinterested  person  appointed  by  him  for  that 
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purpose,  who  shall  certify,  under  oath,  that  the  capital  herein  required 
of  the  company  named  m  the  charter,  according  to  the  nature  of  the 
business  proposed  to  be  transacted  by  such  company,  has  been  paid  in 
in  mone^,  and  invested  in  such  securities  as  are  required  by  section 
twenty- SIX  of  this  act,  or,  if  a  mutual  company,  that  it  has  received  and 
is  in  actual  possession  of  the  premiums,  or  6ona  fide  engagements  of 
insurance,  or  other  securities,  as  the  case  may  be,  to  the  full  extent  and 
of  the  value  required  bylaw;  and  the  name  and  the  residence  of  the 
maker  of  each  premium  note  forming  part  of  the  capital,  or  assets,  and 
the  amount  of  such  note  shall  be  reported  to  the  commissioner;  and 
the  corporators  or  officers  of  such  company  shall  be  required  to  certify, 
under  oath,  that  the  capital  exhibited  to  those  persons  is  bona  fide 
property  of  the  company ;  which  certificates  shall  be  filed  in  the  ofi&ce  of 
the  commissioner. 

Conditions  of  commencing  business. 

§  28.  Before  any  insurance  company  shall  commence  business  in  this 
state,  the  following  conditions  must  be  complied  with. 

1.  It  must  be  fully  organized 

2.  If  it  be  a  company  not  of  this  state,  a  copy  of  its  charter,  duly 
accepted,  or  its  declaration  of  organization  or  deed  of  settlement,  duly 
approved,  as  provided  in  section  twenty-five,  and  duly  certified  by  thie 
insurance  commissioner  or  other  proper  ofiicer  of  its  own  state  or  nation^ 
with  hiR  certificate  that  the  company  is  entitled  to  assume  risks  and  issue 
policies  therein,  together  with  the  stipulation  respecting  service  of  pro- 
cess in  this  state,  required  by  article  iii.  of  this  title,  and  a  statement  of 
the  place  where  it  is  located,  must  be  filed  with  the  insurance  commis- 
sioner of  this  state. 

3.  Us  whole  capital  must  be  paid  in  and  invested,  and  its  deposit  of 
securities  made,  in  this  state  or  elsewhere,  as  required  by  law;  and 

4.  It  must  procure  from  the  insurance  commissioner  of  this  state  a 
certificate  that  it  has  complied  with  the  provisions  of  the  law  of  this 
^tate  applicable  to  it,  and  is  entitled  to  assume  risks  and  issue  policies  in 
this  state. 

Agenfs  certificate  of  authority, 

$  2^  No  person  shall  act  as  agent,  in  this  state,  for  any  company  not 
of  this  state,  in  any  matter  whatever  relating  to  risks,  until  the  last 
section  has  been  complied  with  on  the  part  of  the  company,  and  he  has 
received  from  the  insurance  commissioner  a  certificate  of  authority^ 
stating  that  the  foregoing  requirements  have  been  complied  with,  and 
setting  forth  the  mode  of  service  of  process  prescribed  by  its  stipulation, 
a  certified  copy  of  which  certificate,  filed  in  the  office  of  the  clerk  of  the 
county,  where  the  agency  is  to  be  established,  shall  be  the  authority  of 
such  agent  to  do  business  in  this  state.  A  renewal  certificate  must  be 
procured  and  filed  in  the  month  of  in  each  year. 

Mr.  Olcott  :  The  object  of  that,  as  I  am  informed  by  the  committee, 
is  to  save  the  expense  and  trouble  of  filing  a  certificate  in  each  county 
clerk's  office  throughout  the  state ;  as  the  filing  of  the  copy  of  the  certi- 
ficate in  the  office  of  the  commissioner  is  sufficient  protection  to  the 
state;  and  the  agent  wants  to  carry  his  certificate  in  his  pocket,  and  %o 
from  county  to  county  to  do  business. 

Mr.  Row,  of  Michigan  :  I  would  suggest  that  instead  of  '*  a  certified 
copy,"  etc.,  you  say  "  a  record  "  of  which  certificate  shall  be  kept  in  the 
office  of  the  commissioner.  Of  course  the  commissioner  has  a  record  of 
it,  and  he  can  tell  what  has  been  issued,  and  what  kind  of  certificate. 

The  amendment  of  Mr.  Row  was  adopted. 
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The  Secretary  then  read  the  following : 

Contends  of  advertisements. 

§  3a  Ever^  agent  of  any  insurance  company,  not  of  this  state,  shall, 
in  all  advertisements  of  such  agency,  publish  the  location  of  the  com* 
pany,  giving  the  name  of  the  city,  town  or  village  in  which  the  company 
18  located,  and  the  state  or  government  under  the  laws  of  which  it  is 
organized. 

Restrictions  on  holding"  real  estate, 

§  31.  It  is  unlawful  for  any  insurance  company  of  this  state  to  purchase, 
hold  or  convey  real  estate  anywhere,  and  for  any  other  insurance  com- 
pany to  purchase,  hold  or  convey  real  estate  within  this  state,  except  for 
the  purposes  and  in  the  manner  and  time  following : 

1.  Such  as  shall  be  requisite  for  its  accommodation  in  the  transaction 
of  its  business;  or, 

2.  Such  as  shall  have  been  mortgaged  to  it  in  good  faith,  by  way  of 
security  for  loans  previously  contracted,  or  for  moneys  due;  or, 

3.  Such  as  shall  have  been  conveyed  to  it  in  satisfaction  of  debts  pre- 
viously contracted  in  the  course  of  its  dealings ;  or, 

4.  Such  as  shall  have  been  purchased  at  sales  upon  judgments,  decrees 
or  mortgages  obtained  or  made  for  such  debts. 

Real  estate  lawfully  acquired  as  aforesaid,  and  not  necessary  for  the 
accommodation  of  the  company  in  the  transaction  of  its  business,  shall 
be  sold  and  disposed  of  within  five  years  after  its  acquiring  title  to  the 
same ;  unless  the  company  procures  a  certificate  from  the  insurance  com- 
missioner that  the  interests  of  the  company  will  suffer  materially  by  a 
forced  sale  thereof,  and  extending  the  time  for  the  sale  to  a  period  fixed 
in  said  certificate. 

Any  company  of  a  state  in  which  the  provisions  of  law  contained  in 
this  act  shall  be  in  force,  may  purchase,  hold  and  convey  real  estate 
within  this  state,  or  any  other  of  the  said  states,  for  the  purposes,  and 
in  the  time  and  manner  above  provided  for. 

The  Secretary  then  read  the  following : 

Companies  must  examine  their  own  securities, 

§  32.  Every  insurance  company  having  deposited  securities  with  the 
insurance  commissioner,  whether  under  this  act  or  any  other,  must  by  its 
president,  secretary  or  actuary,  examine  the  securities  and  compare  them 
with  the  books  of  the  department  [or  bureau]  once  or  more  in  each  calen- 
dar year,  at  such  times  in  ordinary  business  hours  as  the  company  may 
direct,  and,  if  found  correct,  give  the  commissioner  a  ¥n*itten  acknwledge- 
ment  that  the  same,  designating  the  kinds  and  the  amounts,  are  in  his 
custody  at  the  date  of  the  acknowledgment 

Penalty  for  violation  of  act, 

§  33.  Each  violation  of  this  act  shall  subject  the  party  violating  to  a 
penalty  of  five  hundred  dollars,  to  be  sued  for  and  recovered  in  the  name 
of  the  people,  either  as  prescribed  by  subdivision  5  of  section  16,  in  which 
case  it  shall  be  paid  into  the  funds  of  the  insurance  department  \or 
bureau],  or  by  the  district  attorney  of  the  county  in  which  the  company 
or  persons  so  violating  shall  be  situated,  in  which  case  one-half  shall  bie 
paid  into  the  treasury  of  such  county,  and  the  other  half  to  the  informer 
of  such  violation. 

In  case  of  non-pa^'ment  of  the  penalty,  the  offender  is  liable  to  impris- 
onment for  a  period  not  exceeding  six  months,  in  the  discretion  of  any 
court  having  cognizance  thereof. 
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The  section,  amended  as  above,  upon  the  motion  of  Mr.  Webb, 
of  Kansas,  was  then  adopted. 
The  secretary  then  read : 

ARTICLE  II. 

ANNUAL   STATEMENT. 

Ammmai  statement  required. 


{  34.  Every  insurance  companj  of  this  state  must  transmit  to  the 
insurance  commissioner  a  statement  of  its  condition  and  business  for  the 
Tear  ending  on  the  preceding  31st  of  December,  which  statement  shall 
be  rendered  on  the  ist  daj  of  January  following,  or  within  thirty  days 
thereafter,  by  fire  insurance  companies,  or  within  sixty  days  thereafter 
by  marine  and  life  insurance  companies. 

Mr.  Harvey,  of  Missouri:  I  would  like  to  inquire  why  a  life  company 
wants  sixty  days  ? 

Mr.  Smith,  of  Kentucky :  They  take  six  months,  if  permitted,  and  then 
they  don't  make  their  statement. 

Mr.  Row,  of  Michigan :  I  have  always  had  a  great  deal  of  difficulty  to 
get  my  statements  in  in  February ;  I  only  eet  a  few  in  January. 

Mr.  Miller  :  Section  45  relates  to  it,  and  it  should  be  stricken  out  and 
embodied  right  here.  I  propose  to  have  section  34  read :  **  Every  insur- 
ance company  doing  busmessin  this  state,  must  transmit  to  the  insurance 
commissioner  a  statement  of  its  condition  and  business  for  the  year  end- 
ing on  the  preceding  31st  of  December,  or  within  sixty  days  thereafter, 
by  marine  and  life  insurance  companies;  except  that  foreign  companies 
shall  transmit  their  statements  of  business  other  than  that  done  in  the 
United  States,  prior  to  the  following  ist  day  of  July." 

Mr.  Smith,  of  Kentucky :  You  have  given  foreign  companies  twice  as 
much  time? 

Mr.  Miller  :  Yes ;  but  they  need  it  They  must  first  file  it  in  their 
own  department,  and  then  have  copies  made  of  it,  and  it  will  take  more 
time. 

The  Secretary  then  read ; 

Form  of  statements. 

§  35.  The  annual  statements  required  by  the  last  section  must  be  in 
form,  and  state  the  particulars  required  by  the  blanks  given  in  schedules 
I.,  Il.y  and  III.,  respectively,  of  this  act  for  fire,  life,  and  marine  com- 
panies. 

Mniomsion  of  time  for  filing  statement, 

J  36.  The  insurance  commissioner  may ,  upon  cause  shown  him,  by  any 
company,  extend  its  time  for  filing  a  statement. 

Mr.  Miller  :  It  seems  to  me  that  section  36  is  entirely  unnecessary. 

Mr.  PiLLSBURY,  of  New  Hampshire :  So  it  does  to  me. 

Mr.  Harvey,  of  Missouri :  I  think  this  Chicago  fire  is  an  instance 
where  it  might  be  done  now. 

Mr.  Miller  :  Of  coursci  every  commissioner  can  do  it  in  such  a  case ; 
but  I  don't  think  we  ought  to  invite  any  such  thing,  by  putting  it  in  the 
law. 

Section  36  was  unanimously  stricken  out. 
The  Secretary  then  read  r 

Additional  questions. 

{  37.  The  insurance  commissioner  may  require,  at  any  time,  statements 
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from  any  company  doing  businets  within  this  state,  or  any  of  ils  officers 
or  agents,  on  such  points  as  he  deems  necessary  and  proper  to  elicit  a  full 
exhibit  of  its  business  and  standing. 

Verification  of  statements, 

§  38.  The  statements  required  under  this  act  must  be  verified  by  the 
signature  and  oath  of  the  president,  or  vice-president,  with  those  of  the 
secretary,  or  actuary ;  or  by  those  of  a  majority  of  the  directors. 

Sections  37  and  38  were  adopted. 
The  Secretary  then  read  : 

Company  in  default  to  do  no  new  business, 

§  39-  No  company  having  neglected  to  file  a  statement  required  from 
(t,  within  the  time  and  in  the  manner  prescribed,  shall  do  any  new 
business,  after  notification  by  the  commissioner,  while  such  neglect 
continues. 

Penalty  for  neglect  to  make  statement. 

§  40.  Any  company  neglecting  to  make  and  transmit  any  statement 
required,  shall  forfeit  one  hundred  dollars  for  each  day's  neglect. 

Palse  statements, 

§  41.  Any  company  or  person  wilfully  making  a  false  statement  in  any 
report  to  the  commissioner  is  liable  to  a  fine  of  not  less  than  $500,  and 
not  more  than  $1,000,  to  be  imposed  by  any  court  of  competent  jurisdic- 
tion. If  the  fine  is  not  paid  on  conviction,  the  commissioner  shall 
suspend  the  business  of  the  company  within  the  state,  until  the  fine  is 
paid. 

Mr.  MiLLBR :  That  is  wrong.  I  sujp^gest  that  the  last  sentence  be 
stricken  out.  If  a  man  makes  a  wilfully  false  statement,  the  penalty 
should  be  heavy;  but  there  is  no  reason  why  the  company  should  be 
punished  for  the  act  of  its  officer. 

The  last  sentence  was  accordingly  unanimously  stricken  out. 
The  Secretary  then  read  : 

Publication  of  statements, 

§  42.  The  insurance  commissioner  has  authority  to  prevent  publication 
of  any  part  of  the  statement,  made  under  this  article,  until  his  annual 
report  to  the  legislature  is  made. 

Receivers  and  trustees, 

§  43.  Every  receiver  or  other  judicially-appointed  trustee  of  an  insur- 
ance company  of  this  state  must  make  the  statements  required  undev  this 
article,  and  all  the  provisions  of  this  article  shall  apply  to  such  receivers 
or  trustees. 

Mr.  Millvr:  It  has  occurred  to  me,  several  times,  that  I  don't  know 
of  any  way  in  which  a  commissioner  in  this  state  coula  go  to  work  to 
bring  a  receiver  up  for  not  doing  his  duty.  How  are  you  going  to  get 
into  court?  The  commissioner  is  not  made  a  party  to  the  suit.  There 
ought  to  be,  in  the  act,  a  provision  that  in  every  suit  involving  the  exist- 
ence, winding  up  or  liquidation  of  any  insurance  company,  the  commis- 
sioner should  be  made  a  party  to  the  suit. 

Mr.  Row,  of  Michigan  :  That  he  commence  proceedings? 

Mr.  Miller  :  Not  necessarily.  They  commence  suit  themselves.  We 
will  suppose  that  here  are  eight  or  ten  companies,  in  which  stockholders 
have  commenced  proceedings  against  the  companies,  to  wind  them  up, 
and  I  am  not  made  a  party,  and  am  not  in  court,  and  have  no  power  to 
direct  anybody  there.  The  people  are  not  a  party;  the  state  is  not  rep- 
resented at  all.    I  think  it  is  all  wrong,  myself. 
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Mr.  PnxSBURYf  of  New  Hampshire :  If  a  companj  were  so  dispoBed  it 
could  wind  up  itself,  and  if  it  had  any  assets,  put  them  in  their  pockets. 

Mr.  Muxkr:  The  revised  statutes  make  provision  for  the  winding  up 
of  corporations  generally,  and  they  proceed  under  them.  The  insurance 
law,  passed  since  the  revised  statutes,  makes  special  provision  for  wind- 
ing up  in  certain  cases.  It  is  a  strong  question  in  my  mind  whether  the 
last  act  does  not  supersede  the  revised  statutes  on  this  point,  and 
whether  all  these  proceedings  are  not  entirely  void.  But  it  makes  no 
difference  how  void  they  are,  after  they  get  the  money. 

Mr.  Olcott:  Would  not  that  be  covered  by  the  fifth  paragraph  of 
section  i6? 

Mr.  Millbr:  I  would  add  that:  *'And  the  commissioner  shall  be 
made  a  party  to  any  proceedings  instituted  for  the  purpose  of  closing  up 
the  affairs  of  any  company,  when  the  same  shall  not  be  in  the  name  of 
the  people  of  the  state." 

I  think  the  commissioner  should  be  added  as  a  party,  in  order  to 
protect  the  people  of  the  state.  Of  course,  where  he  inaugurates  the  pro- 
ceedines,  it  is  in  the  name  of  the  people  and  they  are  protected;  but 
where  it  is  commenced  by  a  stockholder  against  a  corporation,  the  state 
is  not  represented,  and  the  policyholders  may  be  at  the  mercy  of  conspi- 
rators. They  might  go  on  and  have  it  all  done,  and  pocket  the  funds, 
and  the  commissioner  never  know  it  until  too  late. 

Mr.  Miller's  amendment  to  section  i6  was  unanimously  adopted* 
The  Secretary  then  read : 

C€rftficate  of  annual  staiementy  eic,  made  in  another  state. 

§  44.  Insurance  companies  of  any  other  state  of  the  United  States,  in 
which  the  provisions  of  this  act  shall  be  in  force,  doing  business  within 
this  state,  must  transmit  to  the  insurance  commissioner  of  this  state, 

on  or  before  the  da^  of  ,  in  each  year 

a  copy  of  the  annual  statement  required  by  law  to  be  made  to  the  insur« 
ance  commissioner  of  such  other  states,  duly  certified  by  said  commis- 
sioner, together  with  his  certificate  : 

1.  Of  his  last  valuation  of  its  policies  and  other  liabilities,  and  the' total 
amount  of  its  reserves  for  re-insurance;  and 

2.  That  said  company  is  entitled  to  do  business  in  its  own  state. 

It  must  also,  at  the  same  time,  transmit  a  statement  of  the  amount  of 
premiums  received  and  losses  incurred  in  this  state  during  the  preceding 
year,  verified  as  required  by  section  39. 

Said  copies  of  statement  and  certificates  shall  be  accepted  by  the  insur- 
ance commissioner  of  this  state,  in  lieu  of  an  annual  statement  made 
direct  to  him  for  that  year. 

Companies  not  allowed  to  file  certificate^  must  make  annual  statement. 

§  45.  Insurance  companies  not  of  this  state,  doing  business  within  this 
state,  but  not  authorized  by  the  last  section  to  transmit  a  certificate  in 
lieu  of  a  statement,  must,  on  or  before  the  day  of  ,  in  each 

year,  transmit  to  the  insurance  commissioner  of  this  state,  an  annual 
statement  such  as  is  required  by  section  35,  and  all  the  provisions  of  this 
Act  relative  to  sueh  statements  and  the  neglect  to  make  them,  shall  apply 
to  such  companies. 

On  motion  of  Mr.  Miller  of  New  York,  sections  44  and  45  was 
stricken  out  from  this  place. 
Article  11,  as  amended,  was  then  adopted. 
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The  Secretary  then  read : 

ARTICLE  III. 

Service  of  process  on  companies  not  of  this  state* 

§  46.  No  insurance  company  not  of  this  state,  nor  its  agents,  shall  do 
business  in  this  state,  until  it  has  filed  with  the  insurance  commissioner 
of  this  state  a  written  stipulation,  duly  anthenticated  by  the  company, 
agreeing  that  any  lawful  process  affecting  the  company,  senred  on  the 
insurance  commissioner  or  his  deputy,  shall  have  the  same  effect  as  if 
served  personally  on  the  company  within  this  state. 

Any  such  company  may,  at  its  option,  explicitly  designate  in  its  stipula- 
tion its  principal  office  or  agency  in  this  state,  and  in  such  case  the 
stipulation  may  be  that  any  lawful  process  served  on  the  insurance  com- 
missioner or  his  deputy,  and  also  on  the  person  in  charge  of  such  office 
at  the  time  when  service  is  made,  shall  have  the  same  effect  as  if  served 
personally  on  the  company;  and  that  if  there  be  no  person  in  charge,  or 
if  he  keep  himself  concealed,  or  avoid  service,  such  process  may  be 
served  on  him,  or  at  such  office,  by  publication  or  posting,  or  otherwise, 
in  the  manner  which  shall  then  be  prescribed  by  the  law  of  this  state  for 
substituted  service;  and  that  if  such  company  should  cease  to  maintain 
such  an  office  in  this  state,  so  designated,  such  process  may  thereafter  be 
served  on  the  insurance  commissioner  or  his  deputy,  alone. 

On  motion  of  Mr.  Miller,  the  word  "lawful"  in  both  para* 
graphs  was  changed  to  *'  legal." 
The  Secretary  then  read : 

Revocation  of  stipulation. 

§  47.  So  long  as  any  liability  of  the  stipulating  company,  to  any  resi* 
dent  of  this  state,  continues,  such  stipulation  cannot  be  revoked  or 
modified;  except  that  a  new  one  may  be  substituted  so  as  to  require  or 
dispense  with  service  at  the  office,  or  to  change  the  designation  of  such 
office. 

Effect  and  proof  of  service. 

§  48.  Service  of  process,  according  to  a  stipulation  under  section  46, 
shall  be  sufficient  personal  service  on  the  company. 

A  copy  of  such  stipulation  certified  by  the  commissioner,  and  his 
certificate  of  the  revocation  or  modification  of  such  stipulation,  that  a 
company  has  no  office  within  the  state  duly  designated  by  such  stipula- 
tion, and  that  the  process  has  been  duly  served  on  him  or  his  deputy,  or 
either  of  such  facts,  shall  be  sufficient  evidence  thereof. 

Commissioner  to  forwarAprocess  served  on  kim. 

§  49.  When  process  against,  or  affecting,  an  insurance  company,  is 
served  on  the  insurance  commissioner,  or  his  deputy,  he  must  file  the 
same,  and  mail  a  certified  copy  to  the  company  at  its  home  office,  postage 
prepaid. 

Process  includes  writ<,  summons^  or  order. 

§  50.  The  term  ''process"  in  this  act,  includes  any  writ,  summons,  or 
order,  whereby  any  action,  suit  or  proceeding  shall  be  commenced,  or 
which  shall  be  issued  in  or  upon  any  action,  suit  or  proceeding,  by  or 
lawfully  in  the  name  of  any  court,  officer  or  ma^ristrate. 
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On  motion  of  Mr.  Miller  of  New  York,  all  after  the  word 
** proceeding"  where  it  occurs  last  in  section  50,  was  stricken  out 
The  Secretary  then  read  : 

ARTICLE   IV. 

Taxes. 
Umijorm  reciprocal  rule. 

§  51.  Upon  insurance  companies  of  any  other  state  of  the  United 
States,  in  which  the  provisions  of  law  contained  in  this  act  shall  be  in 
force,  doing  business  within  this  state,  there  shall  be  levied,  in  each 
jrear,  in  lieu  of  all  other  taxes,  a  tax  of  one  and  one-half  per  centum  of 
the  gross  receipts  of  premiums  on  business  within  this  state,  received  bj 
such  company  during  the  year  preceding ;  except  that  life  insurance  com- 
panies of  such  other  states  shall  not  be  taxed  in  this  state. 

Compamieg  of  non-reciprocating  states,  and  of  otker  nations. 

§  52.  On  all  companies  not  of  this  state,  and  not  within  the  last 
section,  there  shall  be  levied  in  each  year,  in  lieu  of  all  other  taxes,  a 
tazoir 

On  motion  of  Mr.  Miller,  of  New  York,  sections  51  and  52 
were  stricken  out,  and  the  Secretary  directed  to  add  the  following 
note :  ^^  In  case  the  state  should  tax  premium  receipts  of  com- 
panies, section  51  should  be  framed  to  agree  with  the  recom- 
mendation of  the  convention  on  page        of  this  volume." 

The  title  as  amended  was  then  adopted. 

The  Secretary  then  read 

TITLE  IV. 
Firs  Insurance  Companies. 

Minimum  of  capital. 

$53.  No  joint-stock  fire  insurance  company  shall  be  organized  or 
maintained  in  this  state,  or  do  business  in  this  state,  unless  it  has  at  least 

thousand  dollars  capital. 

On  motion  of  Mr.  Row,  of  Michigan,  the  blank  was  filled 
in  with  "two  hundred.*'  And  on  motion  of  Mr.  Smith,  of 
Kentucky,  the  words  "or  maintained"  were  stricken   out. 

The  Secretary  then  read  : 

Mutual  companies. 

f  54.  No  mutual  fire  insurance  company,  not  of  this  state,  shall  do 
business  in  this  state. 

Limit  of  risks, 

$  55.  No  fire  insurance  company  of  this  state,  or  doing  business  in  this 
state,  shall  expose  itself  to  any  loss  on  any  one  fire  or  inland  navigation 
risk,  or  hazard,  to  an  amount  exceeding  per  cent  of  its  paid  up 

capital. 

Section  54  was  adopted  without  amendment,  and  section  55 
was  adopted  after  being  amended  by  adding  after  the  word 
'-^.hazard "  the  words   "  either  by  one  or   more    policies,"   the 
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blank  before  "per  cent"  filled    in  with  "five,"  and  the  words 
**  whether  re-insured  or  not,"  added  at  the  end. 

The  Secretary  then  read  the  following  sections,  and  they 
were  adopted  without  amendment : 

Restrictions  on  dividends. 

§  56.  No  fire  insurance  company  shall  make  any  dividend,  except  from 
the  surplus  profits  arising  from  its  business.  In  estimating  such  profits 
there  shall  be  reserved  therefrom : 

1.  A  sum  equal  to  the  whole  amount  of  premiums  on  unexpired  risks 
and  policies,  which  are  hereby  declared  to  be  unearned  premiums; 

2.  All  sums  due  the  company  on  bonds  and  mortgages,  bonds,  stocks, 
and  book  accounts,  of  which  no  part  of  the  principal  nor«the  interest 
thereon  has  been  paid  during  the  preceding  year,  and  for  which  fore- 
closure or  suit  has  not  been  commenced,  or  which,  after  judgement 
obtained  thereon,  shall  have  remained  more  than  two  years  unsatisfied, 
and  on  which  interest  shall  not  have  been  paid;  and, 

3.  All  interest  due  or  accrued  and  remaining  unpaid. 

Provided,  That  any  company  may  declare  dividends  not  exceeding  ten 
per  cent  on  its  capital  stock,  in  any  one  year,  that  possesses  an  accumu- 
lated fund,  in  addition  to  the  amount  of  its  capital  stock,  and  of  such 
dividend,  and  all  actual  outstanding  liabilities,  equal  to  one-half  of  the 
amount  of  all  premiums  on  risks,  not  terminated  at  the  time  of  making 
such  dividend.  Any  dividend  made  contrary  to  this  section  shall  subject 
the  company  making  the  same  to  a  forfeiture  of  its  charter,  and  each 
stockholder  receiving  it  to  a  liability  to  the  creditors  of  such  company, 
to  the  extent  of  the  dividend  received,  beside  the  other  penalties  and 
punishments  prescribed  by  law.  This  section  shall  not  apply  to  the 
declaration  of  scrip  dividends  by  participating  companies;  but  no  such 
•crip  dividends  shall  be  paid,  except  from  surplus  profits  after  reserving 
all  sums  as  above  provided,|includmg  the  whole  amount  of  premiums  on 
unexpired  risks. 

The  word  '*  year,"  wherever  used  in  this  section,  shall  be  construed  to 
mean  the  calendar  year. 

Insured  may  participate  in  profits, 

§  57.  Any  joint-stock  fire  insurance  company  may  (upon  the  written 
consent  of  the  holders  of  three-fourths  in  amount  of  the  stock,)  permit 
the  insured  to  participate  in  the  profits  of  its  business,  and  provide  how 
far  any  scrip,  issued  to  the  insured  for  such  profits,  shall  be  liable  for  the 
losses  to  be  sustained;  and  any  company  so  doin^,  whenever  an  amount 
not  less  than  one  hundred  thousand  dollars  has  been  accumulated,  an  J 
scrip  so  issued  therefor,  may,  upon  the  written  consent  of  the  holders  of 
three-fourths  in  amount  of  the  stock,  pay  off  and  cancel  an  amount  of 
the  original  cash  capital  equal  to  one-half  of  the  accumulated  profits, 
and  so  may  continue  from  time  to  time,  until  the  whole  amount  of  the 
original  cash  capital  is  paid  off;  provided,  that  before  any  portion  of 
such  capital  stock  shall  be  so  paid  off,  proof  shall  be  exhibited  to  the 
insurance  commissioner  that  an  amount  of  accumulated  profits  has  been 
realized,  scrip  issued  therefor,  and  investments  made  thereof,  pursuant 
to  the  provisions  of  section  26  of  this  Act,  at  least  equal  to  double  the 
amount  so  desired  to  be  paid  off  and  cancelled,  and  the  said  commis- 
sioner shall  also  first  certify  that  he  is  satisfied  with  such  proof. 

American  fire  companies  need  not  deposit. 

§  58.  No  fire  insurance  company  of  any  other  state  of  the  United 
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States  in  which  the  provisions  of  )aw  contained  in  this  act  shall  be  in 
^rce,  shall  be  required  to  make  any  deposit  in  this  state. 

The  Secretary  then  read  : 

Foreign  companies  required  to  make  deposit. 

§  59.  No  foreign  fire  insurance  company  •■hall  do  business  in  this  state 
unless  it  has  on  deposit  with  the  commissioner  of  this  state  the  sum  of 
two  hundred  thousand  dollars,  invested  and  valued  as  prescribed  in 
section  67,  or  unless  it  has  complied  with  the  next  section. 

On  motion  of  Mr.  Miller,  of  New  York,  the  section  was 
amended  by  adding  after  the  words  *'  commissioner  of  this  state" 
the  words  "  for  the  benefit  of  all  its  policyholders  in  the  United 
States." 

The  Secretary  then  read  the  following  sections,  and  they  were 
adopted  without  amendment : 

In  Tvkat  cases  deposit  dispensed  with. 

§  6ol  a  foreign  fire  insurance  company,  whicn  has  its  principal  office 
for  the  United  States  in  any  state  where  the  provisions  of  law  contained 
in  this  act  shall  be  in  force,  may  file  with  the  insurance  commissioner  of 
this  state,  a  certificate  made  by  the  insurance  commissioner  of  such  other 
state,  that  he  holds  a  deposit  made  bv  such  company  such  as  is  described 
in  the  last  section. 

No  deposit  shall  be  required  in  this  state  from  such  company  while  the 
deposit  so  certified  remains  sufficient. 

Limit  of  risks  of  foreign  companies, 

§  61.  No  foreign  insurance  company  shall  make  any  contract  of  insur- 
ance against  loss  or  damage  by  fire  or  inland  navigation  risks,  nor 
expose  itself  to  any  such  loss  by  an^  one  risk,  for  anjr  greater  amount  in 
proportion  to  its  capital,  as  determmed  by  the  following  provisions,  than 
companies  of  this  state  may. 

Capital  kow  computed, 

§  62.  For  the  purposes  of  this  act,  the  capital  of  any  foreign  insurance 
company  doing  fire  insurance  business  in  this  state  shall  be  deemed  to  be 
the  aggregate  value  of  its  deposits  and  investments,  made  and  certified 
according  to  the  provisions  of  this  Act,  in  this  state,  and  any  other  in 
which  the  provisions  of  law  contained  in  this  Act  shall  be  in  force 
[together  with  deposits  and  investments  made  in  any  other  state,  in  con- 
formity with  its  laws  applicable  to  domestic  companies],  after  making  the 
same  deductions  therefrom,  for  losses  and  all  liabilities  within  the  United 
States  and  for  premiums  on  unexpired  risks,  as  are  made  in  the  case  of 
companies  of  this  state.  Provided,  that  such  assets  be  vested  in  and  held, 
within  the  United  States,  by  trustees,  citizens  of  the  United  States, 
appointed  by  the  board  of  directors  of  the  company,  and  approved  by  the 
insurance  commissioner  of  this  state,  for  the  benefit  of  all  the  policy- 
holders and  creditors  in  the  United  States.  The  trustees  so  chosen  are 
hereby  empowered  to  take,  hold  and  convey  real  and  personal  property 
for  the  purposes  of  the  trust,  subject  to  the  same  restrictions  as  insurance 
companies  of  this  state. 

On  motion  of  Mr.  Miller,  section  62  was  amended  by  striking 
out  the  words  in  first  clause  "this  state,  and  any  other  in  which 
the  provision  of  law  contained  in  this  Act  shall  be  in  force 
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(together  wth  deposits  and  investments  made  in  any  other  state^ 
in  conformity  with  its  laws  applicable  to  domestic  companies) 
and  inserting  in  their  place  the  words,  "  in  the  United  States ; 
also  by  changing  the  words  '^commissioner  of  this   state**   to 
"  commisioner  of  the  state  where  invested." 
The  Secretary  then  read : 

Annual  certificate. 

§  63.  The  annual  certificate  of  the  insurance  commissioner,  given  to 
any  foreign  fire  insurance  company  or  its  agents,  within  this  state,  under 
section  29,  must  state  the  amount  of  the  capital  of  the  company  ascer- 
tained by  him,  as  defined  by  the  last  section. 

The  section  was  approved. 
The  Secretary  then  read : 

Re^insurance. 

§  64.  It  is  not  lawful  for  any  foreign  insurance  company,  its  agent  or 
attorney,  directly  or  indirectly,  to  contract  for  re-insurance  of  any  risk 
on  property  in  this  state,  with  any  insurers,  other  than  such  as  compa- 
nies of  this  state,  may  lawfully  make  re-insurance  in. 

Mr.  MiLLBR :  I  would  like  to  know  if  there  is  any.provision  preventing 
companies  in  any  state  re-insuring  in  companies  not  authorized  to  do 
business  in  the  state?  Otherwise,  what  earthly  use  is  there  for  this 
section?  Fire  insurance  companies  are  not  prevented  from  insuring  in 
Calcutta  for  anything  we  have  in  this  Act.  And  can  you,  after  fall,  pre- 
vent it? 

Mr.  Row,  of  Michigan :  It  makes  a  great  deal  of  difference  for  the 
reason  that  the  company  taking  the  risk  has  no  attorney  in  the  state  on 
whom  to  serve  process.  Do  you  think  our  brokers  in  this  state  have  a 
right  to  place  insurance  in  this  state  on  companies  not  authorized  to  do 
business  in  this  state? 

Mr.  MiLLKR :  Supposing  a  New  York  company  chooses  to  send  over  to 
England  and  sfiy  **  we  want  to  re-insure  with  you ;"  should  we  prevent  it 
by  I  aw  ? 

Mr.  PiLLSBURY,  of  New  Hampshire:  Could  we  prevent  it?  A  stock 
company  that  we  have  in  New  Hampshire  made  an  arrangement  to 
re-insure  with  the  Yonkers  company  of  New  York.  It  had  a  right  to  do 
so  in  New  Hampshire.  But  suppose  the  New  Hampshire  law  prohibited 
it,  had  not  that  company  a  right  to  use  the  Yonkers  company  here?  If 
an  individual  can  go  abroad  to  get  his  insurance  where  he  has  a  mind  to, 
why  cannot  a  company? 

Mr.  Millbr:  Then  what  is  the  pertinency  of  this  section?  The 
present  Act  of  New  York  doe«»  not  place  any  limit;  it  does  not  say  that 
you  shall  re-insure  in  companies  doing  business  in  the  state.  I  don't  see 
any  force  in  the  section  unless  you  make  it  limit  the  re-insurance  to  com- 
panies doing  business  in  the  state. 

The  section  was  stricken  out.     Title  IV  as  amended  was  then 

adopted. 

The  Secretary  then  read : 

TITLE  V. 

LIFE    INSURANCE   COMPANIES. 

Minimum  cf  capital. 

§  65.  No  life  insurance  company  shall  be  maintained  in  or  do  business 
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in  this  state,  unless  it  has  at  least  one  hundred  thousand  dollars,  capital 
or  assets,  invested  as  provided  in  section  26.  Hereafter  no  life  insurance 
compan/  shall  be  organized  or  be  admitted  to  do  business  in  this  state 
without  thousand  dollars  capital. 

Mr.  Millsr:  I  move  that  the  blank  be  filled  with  the  words  ''one 
hundred,'*  making  it  '*  one  hundred  thousand  dollars ;"  also  that  words 
"maintained  in"  in  the  first  clause  shall  be  altered  to  ''organized." 

The  amendments  were  adopted. 
The  Secretary  then  read  : 

Companies  to  make  deposits. 

§  66.  No  life  insurance  company  o.  this  state  shall  do  business  in  this 
state  or  elsewhere,  and  no  other  fife  insurance  company,  except  as  pro- 
vided in  section  69,  shall  do  business  in  this  state,  unless  it  has  on  deposit 
with  the  insurance  commissioner  of  this  state,  the  sum  of  one  hundred 
thousand  dollars  in  bonds  and  mortgages  on  improved  unincumbered 
real  estate,  within  this  state,  worth  seventy-five  per  cent  more  than  the 
amount  loaned  thereon,  exclusive  of  farm  buildings  thereon,  or  in  public 
stocks  or  bonds  of  the  United  States  or  of  this  state,  or  partly  in  one  and 
partly  in  the  other.  For  the  purposes  of  this  section,  public  stocks  or 
bonds  shall  not  be  valued  above  their  par  value,  nor  above  the  current 
market  value,  nor  above  a  sum  which  at  6  per  centum  per  annum  would 
produce  the  same  annual  income  as  is  actually  received  from  such  bonds 
or  Btocks. 

Mr.  Row,  of  Michigan  :  I  move  as  an  amendment  that  after  the  words 
"the  sum  of  one  hundred  thousand  dollars,*'  we  insert  "of  which  fifty 
thousand  dollars  may  be." 

The  amendment  was  adopted. 

Mr.  Miller,  of  Missouri :  I  move,  as  an  amendment,  to  alter  it  from 
"worth  seventy-five  per  cent  more  than  the  amount  loaned,"  to  "  double 
the  amount." 

Seconded  hy  Mr.  Miller,  and  adopted. 

Pending  the  consideration  of  section  66^  the  convention 
adjourned  until  Monday,  October  30,  at  10.30  A.M. 


TENTH  DAY. 


New  York,  October  30,  1871. 

The  convention  was  called  to  order  at  10.30  AJM.,  by  the 
president,  Mr.  Miller. 

Mr.  Smith,  of  Kentucky,  moved  that,  during  the  noon  recess,  the  report 
of  the  committee  on  legislation  be  re-committed  for  the  purpose  of  mak- 
ing certain  additions.     Carried. 

Mr.  Wbbb,  of  Kansas,  having  left  the  city,  the  president  appointed  Mr. 
Fackler,  of  Tennessee,  as  his  substitute  on  the  committee  on  winding  up 
insolvent  companies. 

The  convention  then  resumed  the  consideration  of  the  report 
of  the  committee  on  legislation,  at  section  66, 

Mr.  Miller:  I  don't  see  the  necessity  for  including  the  words,  "or 
other  officer." 

Mr.  Row :  The  reason  for  doing  that,  is,  that  in  several  of  the  states, 
the  state  treasurer  holds  all  those  securities.     It  is  so  in  my  own  state. 

Mr.  Smith  :  In  Kentucky  the  treasurer  holds  the  securities,  except  for 
registered  policies ;  they  put  them  on  me. 

Mr.  MiLLBR :  Why  won't  the  expression,  '*  as  security  for  all  its  policy- 
holders," be  better.? 

Mr.  Row :  I  will  accept  that 

Mr.  Miller  :  What  does  the  expression  mean,  *'  bonds  to  the  amount 
In  par  value?" 

Mr.  Row :  It  means  that  they  must,  at  all  times,  keep  it  up  to  $100,000. 
If  the  bonds  of  a  state  are  below  par,  there  must  be  enough  placed  in  to 
keep  it  up,  at  all  times,  to  $100,000  in  value. 

Mr.  Miller  :  The  only  question  is,  whether  the  language  fully  ex- 
presses that.     It  must  be  the  actual  market  value. 

Mr.  Row:  Then  that  will  not  harmonize  with  the  clause,  making  it 
exclusive  of  the  interest.  The  idea  is,  that  the  $ioo,coo  shall,  at  all  times, 
remain  intact. 

On  motion  of  Mr.  Miller,  section  66  was  recommitted  to  the 
committee  for  consideration,  at  the  noon  intermission. 
The  Secretary  then  read : 

Deposit  to  b€  held  as  security, 

§  67.  As  long  as  any  policies  of  the  depositing  company  remain  in  force, 
the  insurance  commissioner  shall  hold  the  deposit  mentioned  in  the  last 
section,  as  security  for  all  holders  of  its  policies. 

Section  67  was  adopted* 
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The  Secretary  then  read  section  68^  as  follows ; 

Certificates  of  American  companies  of  other  states  in  lieu  of  deposits, 

I  68.  Any  life  insurance  company  of  any  other  state  of  the  United  States, 
in  which  the  provisions  of  law  contained  in  this  act  shall  be  in  force,  may 
file  with  the  insurance  commissioner  of  this  state  a  certificate  of  the 
insurance  commissioner  of  such  other  state,  that,  as  such  ofi[icer,  he  holds 
in  trust  and  on  deposit,  for  the  benefit  of  all  the  policyholders  of  such 
company,  the  deposit  above  described,  stating  the  items  of  the  securities 
so  held ;  and  that  he  is  satisfied  that  such  securities  are  worth  one  hun- 
dred thousand  dollars. 

No  deposit  shall  be  required  in  this  state  while  the  deposit  so  certified 
remains  sufficient. 

The  President  :  That  don*t  entirely  cover  the  point,  because  that  only 
refers  to  a  company  in  another  state,  and  not  your  own  company.  Your 
own  company  might  claim  that  all  they  were  required  to  deposit  would 
be  one  hundred  thousand  dollars  in  nominal  value  of  state  bonds.  I  am 
not  sure  but,  out  of  the  state,  they  might  meet  difficulty  under  this  sec- 
tion.    Is  there  an^  amendment  offered  to  this  section. 

Mr.  Row:  I  wish  to  ask  whether  the  word  '^intact,"  in  place  of 
"sufficient,"  would  not  be  better.  "No  deposit  shall  be  required  in  this 
state  while  the  deposit  so  certified  remains  intact." 

The  President  :  I  do  not  see  the  necessity  of  the  word  "  sufficient,"  at 
all.  Why  not  stop  at  ** remains" — ''so  long  as  the  deposit  so  certified 
remains  ?  '*  Is  there  any  objection  to  striking  out "  sufficient  ?  "  If  none  is 
made,  it  will  be  stricken  out,  unless  there  are  other  amendments  to  be 
offered. 

The  Secretary  then  read  section  69,  as  follows : 

Proceedings  in  case  company  wishes  to  relinquish  its  business, 

§  69.  When  any  life  insurance  company,  doing  business  in  this  state, 
desires  to  relinquish  its  business,  the  insurance  commissioner  shall,  on 
its  application,  under  the  oath  of  the  president  or  vice-president,  and 
secretary  or  actuary,  give  notice  of  such  intention  in  the  paper  in  which 
the  state  notices  are  directed  to  be  inserted,  at  least  twice  a  week  for  six 
months;  and  after  such  publication  he  shall  deliver  up  to  such  company 
or  its  assigns,  anv  securities  held  by  him  belonging  to  it,  on  bein|^  satis- 
fied by  the  exhibition  of  its  books  and  papers,  and  on  examination,  by 
himself  or  a  person  appointed  by  him,  and  upon  the  oath  of  the  president 
or  vice-president,  and  the  secretary  or  actuary  of  the  same,  that  all  liabil- 
ities due,  or  to  become  due,  on  any  agreement  made  with  an^  citizens  of 
the  United  States  are  paid  and  extinguished.  And  the  commissioner  may 
also,  from  time  to  time,  deliver  up  to  suck  company  or  its  assigns,  any  part 
of  said  securities,  on  being  satisfied  by  any  other  competent  proof  that  all 
liabilities  due,  or  to  become  due  on  any  agreement  made  by  it  with  any 
citizen  of  this  state  are  less  than  one-half  of  the  amount  of  the  securities 
he  still  retains. 

Any  foreign  life  insurance  company  having  made  such  publication,  may, 
in  the  discretion  of  the  insurance  commissioner,  withdraw  one-half  of  its 
deposit  of  one  hundred  thousand  dollars,  on  registering^,  according  to  the 
provisions  of  law  for  registered  policies,  all  its  outstanding  policies  issued 
to  citizens  or  residents  of  the  United  States,  and  covenanting  to  maintain, 
unimpaired,  the  re-insurance  desposit  for  such  registered  policies  at  all 
future  times,  and  specially  pledging  for  their  security  all  future  premiums 
payable  on  American  policies. 

The  President  :  I  would  like  to  ask  the  secretary  the  definition  of  the 
cword  "  foreign." 
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The  Sbcrstary  :  That  seems,  under  the  section,  to  refer  to  an  j  Euro- 
pean Company. 
The  Prxsidbnt  :  I  do  not  know  where  that  clause  came  from. 

The  Secretary  read  the  law  upon  which  the  clause  was  based. 
The  Secretary  then  read  section  70,  as  follows : 

Transfer  in  trust  to  secure  registered  policies, 

§  70.  Anj  life  insurance  company  of  this  state  may,  at  any  time,  assign 
to  the  insurance  commissioner  securities  such  as  are  descrioed  in  section 
66,  to  the  amount  of  twenty-five  thousand  dollars  or  more,  in  addition  to 
the  deposits  required  by  that  section,  to  be  held  by  him  in  trust  for  the 
benefit  of  all  holders  of  its  policies  and  bonds  registered  under  section  71, 
and  not  to  be  transferred  by  him  without  the  written  application  of  the 
company  or  its  receiver  duly  appointed,  and  for  the  purpose  of  paying  such 
holders. 

No  amendments  were  offered  to  this  section. 
The  Secretary  then  read  section  71,  as  follows: 

Issue  of  registered  policies, 

§  71.  Upon  being  furnished  by  the  depositing  company  with  policies 
and  annuity  bonds,  consecutively  numbered,  executed  by  the  company  in 
duplicate,  each  bearing  the  words :  '*  The  present  value  of  this  policy  is 
secured  by  pledge  of  public  stocks  or  bonds  and  mortgages,'*  ana  of  such 
denominations  and  amounts  as  the  company  may  require,  within  the  limits 
prescribed  by  section  — ,  the  commissioner  shall  register  the  same  in 
books  provided  for  the  purpose,  and  countersign,  seal,  and  deliver  to  the 
company  the  originals,  and  file  the  duplicates. 

Mutilated  registered  policies  and  annuity  bonds,  issued  to  a  company, 
shall  be  received  back  by  the  commissioner,  and  others  delivered  in  lieu 
thereof,  of  like  tenor  and  date ;  and  in  case  of  lost  policies  or  bonds,  he 
shall  furnish  certified  copies  of  the  duplicates  on  file. 

The  Prksidsmt  :  I  would  suggest  an  amendment,  that  before  the  word 
'<  value,"  in  the  third  line,  it  should  be  **  present  net  value." 

No  objection  being  made,  the  amendment  was  inserted. 
The  Secretary  then  read  section  72,  as  follows ; 

Renewal  receipts.     Canceled  policies, 

§  72.  Receipts  for  renewal  premiums  on  registered  policies  must  be 
countersigned  or  stamped  in  the  insurance  department;  and  no  policies 
shall  be  marked  off  or  canceled  on  the  books  of  a  registering  company, 
except  those  the  renewal  receipts  for  which  are  returned  to  the  depart- 
ment, or  other  proof  satisfactory  to  the  commissioner  is  furnished,  that 
they  have  not  been  taken  or  have  ceased  to  be  in  force. 

No  amendments  were  offered  to  this  section. 
The  Secretary  then  read  section  73,  as  follows : 

Limit  of  issues, 

§  73.  The  commissioner  shall  value  the  policies  and  annuity  bonds 
registered  under  the  last  section,  according  to  the  rules  prescribed  bv  sec- 
tion 77,  and  in  no  case  shall  the  aggregate  amount  of  the  net  value  of 
said  policies  and  bonds  issued  to  any  company  exceed  the  value  of  the 
securities  he  holds  by  its  transfer,  as  provided  in  section  70. 

No  amendments  were  offered  to  this  section. 
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The  Secretary  then  read  section  74,  as  follows : 

RmgisUred  and  unregutertd  policies  and  bonds  may  be  issued. 

§  74.  Hereafter,  no  registered  policies  shall  be  issued  by  any  company 
issuing  unregistered  policies. 

Mr.  Smfth  :  What  is  the  heading  in  italics? 

The  Skcrstary  :  ^*  Registered  and  unregistered  policies  and  bonds 
may  be  issued."  That  is  a  mistake,  sir.  That  should  be  '*  registered 
pdiciea  "  only. 

The  Prxsidbnt  :  These  italics  are  not,  of  course,  included  in  the  law. 

The  Secretary  then  read  section  75,  as  follows : 

Tke  state  not  liable, 

§75.. Nothing  in  this  Act  shall  be  construed  as  implying  any  obliga- 
tion on  the  part  of  the  state  to  pay  policies  or  annuity  bonds  of  companies, 
except  as  to  the  net  value  thereof  by  a  proper  application  of  the  securities 
desposited  or  transferred,  to  the  objects  declared  by  the  Act. 

Mr.  PiLLSBURY :  It  seems  to  me  that  the  language  is  not  absolutely 
clear.  I  think  I  see  what  it,means,  but  I  desire  that  the  language  shall 
be  so  explicit  that  no  policyholders  shall  be  deceived ;  no  policyholder 
shall  think  that  he  has  got  the  state  of  New  York  back  of  him. 

*^  Nothing  in  this  Act  shall  be  construed  as  implying  any  obligations," 
etc.  You  go  on  just  as  if  there  was  an  obligation,  but  the  obligation,  of 
course,  extends  only  to  such  securities  as  are  on  deposit,  still  I  think  that 
there  might  be  a  question  raised  there. 

The  PRBSIDBNT :  That  obligation  would  extend  to  meet  this  necessity. 

The  Sbcrbtary  :  There  is  an  obligation,  on  the  part  of  the  state,  to  pay 
the  net  present  value — the  amount  of  the  reserve  which  is  held  by  the 
state.     They  are  only  paying  the  policyholder  his  own  monepr. 

The  Prssidbnt:  I  think  that  makes  it  pretty  clear,  but^f  the  gentle- 
man can  make  it  any  more  so,  I  shall  be  glad. 

Mr.  Pillsbi7ry:  I  am  not  particular  about  it,  because  it  does  not  apply 
to  anything  with  reference  to  my  own  state.  I  will  not  propose  any 
amendment  at  this  time. 

The  Secretary  then  read  section  76,  as  follows  ; 

Collectton  of  interest.     Substitution  of  securities, 

§  76.  So  long  as  a  deposit,  required  by  this  article,  is  kept  good,  and 
the  depositing  company  is  solvent,  the  commissioner  may  permit  the 
company  to  collect  the  interest  or  dividends  on  its  securities  so  depos- 
ited ;  and,  from  time  to  time,  to  withdraw  any  of  such  securities,  on  depos- 
iting with  him  others  of  equal  value  and  character. 

The  Prksident  :  It  should  be  **  any  deposit,"  instead  of  **  a  deposit." 

The  SECRETARY :  This  article  means,  all  the  way  through,  "any 
deposit.** 

The  President  :  Why  would  not  "  any"  be  better  than  "  a." 

The  Secretary  inserted  "  any,"  instead  of  "  a." 

The  President  :  There  is  no  deposit  required  in  any  part  of  the  article, 
except  in  this  section. 

Mr.  Smith:  We  propose  to  modify  this,  and  will  leave  a  place  for 
the  winding  up. 

The  President  :  They  receive  so  much  money  on  trust  to  pay  these 
policies,  and  if  anything  should  happen  to  the  company,  and  if  they  allow 
it  to  be  stolen  or  lost,  it  is  their  fault. 

Mr.  Smith:  Why  would  it  not  be  clearer  if  it  would  read  "any 
company  which  issues  a  registered  policy,  shall  be  thereafter  prohibited 
issuing  unregistered  policies."    I  may  be  mistaken,  but  it  seems  to  me^ 
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clearer  than  the  other  sentence.  My  attention  it  attracted  to  it  bj  the 
italic  heading  to  the  section. 

The  SscRBTARY :  We  will  alter  it — *'  registered  policies  and  bonds  maj 
be  issued." 

Mr.  Row :  I  would  like  to  inquire  whether  section  76  refers  to  com- 
panies issuing  policiesT  or  does  it  refer  to  deposits? 

The  Secret ARY  :  The  whole  article  refers  to  deposits. 

Mr.  Row :  Then  I  think  that  the  latter  clause  ought  to  be  changed. 
'*  So  long  as  a  deposit,  required  by  this  article,  is  kept  good,  and  the 
depositing  company  is  solvent,  the  commissioner  may  permit  the  com- 
pany to  collect  the  interest  or  dividends  on  its  securities  so  deposited ; 
and,  from  time  to  time,  to  withdraw  any  of  such  securities  on  depositing 
others  of  equal  value  and  character."  I  think  it  ou^ht  to  specify  that 
they  should  be  designated,  otherwise  this  would  conflict  with  the  second 
section  in  this  article. 

The  President:  *'To  be  of  the  same  character,  and  equal  value." 

Mr.  Row :  Others  of  equal  value,  and  like  character,"  I  think  that  covers 
it. 

The  President  :  It  seems  to  me  if  you  have  it  as  printed  in  section  74, 
it  is  decidedly  wrong.  It  prevents  any  company,  that  is  now  doing  the 
registry  business,  from  going  into  it. 

The  Secretary  :  The  idea  is,  that  we  shall  make  no  class  of  preferred 
creditors. 

Mr.  Smith:  Would  you  object  to  what  I  read — "Hereafter,  any 
company  that  shall  issue  a  registered  policy,  shall  be  thereafter  pro- 
hibited from  issuing  unregistered  policies." 

The  President  :  That  is  good. 

The  amendment  was  inserted  in  the  section  accordingly. 
The   Secretary  said    that  section  77,  was  eliminated  by  the 
committee. 

The  Secretary  then  read  section  78,  as  follows : 

Marine  Insurance  Companies. 

Minimum  0/ capital. 

§  78.  No  joint  stock  marine  insurance  company  shall  be  organized  or 
maintained  in  this  state,  or  do  business  in  this  state,  unless  it  has  at  least 
one  million  dollars  capital. 

The  President  :  Where  did  that  come  from  ? 

The  Secretary  :  From  Mr.  John  D.  Jones. 

Mr.  Row :  Does  not  that  look  to  a  monopoly  of  the  marine  insurance 
business? 

The  Secretary  :  The  sum  was  left  blank,  and  the  section  was  sent 
down  to  the  president  of  the  Atlantic  Mutual  Marine  insurance  company, 
who  returned  it  in  that  shape. 

Mr.  Caldwell  :  I  move  that  the  section  be  amended  by  substituting 
half  a  million,  instead  of  a  million. 

The  President  :  I  would  suggest  to  the  gentleman  from  Indiana  (Mr. 
Caldwell),  the  propriety  of  incorporating  another  amendment.  It  seems 
to  me  the  law  should  be  prospective.  You  cannot  well  legislate  compa- 
nies out  of  existence. 

Mr.  Caldwell  :  I  see  the  point. 

The  President:  *' Or  maintained,  or  do  business  in  this  state." 
Suppose  they  are  already  organized.  Put  in  ''  shall  hereafter  be 
organized." 

Mr.  Caldwell  :  I  will  put  that  in  my  motion,  amending  the  section  so 
as  to  read,  '*  that  no  company  shall  hereafter  be  organized  in  this  state* 
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unless  it  has  a  paid  up  capital  of  at  least  five  hundred  thousand  dollars. 

The  Sbcrstary  :  It  reads  then,  "  no  joint  stock  marine  insurance  com- 
pany shall  hereafter  be  organized  in  this  state,  unless  it  has  at  least  five 
hundred  thousand  dollars  paid  up  capital." 

The  amendment  was  adopted. 

The  Secretary  then  read  section  79,  as  follows : 

AmericaM  marine  companies  need  not  deposit. 

§  79.  No  marine  insurance  company  of  any  other  state  of  the  United 
States  in  which  the  provisions  of  law  contained  in  this  Act  shall  be  in 
force,  shall  be  required  to  make  any  deposit  in  this  state. 

No  amendments  were  offered  to  this  section. 
The  Secretary  then  read  section  80,  as  follows : 

Foreign  companies  reqnired  to  make  deposit, 

§  80.  No  foreign  marine  insurance  company  shall  do  business  in  this 
state  unless  it  has  on  deposit  with  the  commissioner  of  this  state  the  sum 
of  four  hundred  thousand  dollars,  invested  and  valued  as  prescribed  in 
section  66,  or  unless  it  has  complied  with  the  next  section. 

No  amendments  were  offered  to  this  section. 
The  Secretary  then  read  section  81,  as  follows  ; 

Im  what  cases  deposit  may  be  dispensed  with. 

§  81.  A  marine  insurance  company  of  a  foreign  nation  which  has  its 
principal  office  for  the  United  States  in  any  state  where  the  provisions  of 
law  contained  in  this  Act  shall  be  in  force,  may  file  with  the  insurance 
commissioner  of  this  state,  a  certificate  made  by  the  insurance  commis- 
sioner of  such  other  state,  that  he  holds  a  deposit  made  by  such  company, 
such  as  is  described  in  the  last  section. 

No  deposit  shall  be  required  in  this  state  from  such  company  while  the 
deposit  so  certified  remains  sufficient. 

The  Prssiobmt  :  I  would  ask  if  there  is  not  an  inconsistency  in  these 
two  sections.  Section  80  says  :  *'  No  foreign  marine  insurance  company 
shall  do  business,  etc.,  except  as  provided  in  the  next  section.  That  goes 
on  to  refer  to  companies  of  other  states. 

The  Sbcrbtary  :  The  language  means  this — No  foreign  (^that  is,  no 
European),  marine  insurance  company  shall  do  business  in  this  state  (that 
is,  in  the  state  where  the  act  is  enacted),  unless  it  has  four  hundred  thou- 
sand dollars  on  deposit;  either  in  this  state,  or  some  other.  The  second 
section  means  that  it  shall  have  no  deposit  in  more  than  one  state.  I 
will  state  that  the  sum  of  two  hundred  thousand  dollars  was  named 
there,  and  that  it  was  changed  to  four  hundred  thousand,  at  the  sugges- 
tion of  Mr.  Jones. 

The  Presidbmt:  I  would  say  that  this  marine  law  is  very  short  of 
provisions  for  the  repairmen t  of  impaired  capital.  The  provisions  in 
relation  to  fire  impairment  are  applicable  to  marine. 

Mr.  CAI.DWBLL :  That  is  a  good  idea. 

The  Sbcrkta&y  :  Why  not  put  that  section  in. 

Mr.  Caldwell  :  I  want  to  make  it  more  sweeping,  to  make  it  in  all 
respects  the  same. 

The  Pbbsidbut  :  I  think  that  we  had  better  leave  it  to  the  committee, 
if  they  are  going  to  ask  that  that  bill  be  recommitted. 

Mr.  Row :  I  would  like  to  inquire  of  the  committee  on  legislation  if 
this  would  permit  companies  to  do  an  inland  navigation  business  as  well 
as  a  marine  business ;  if  it  is  the  idea  to  embrace  that 

Mr.  Sbuth:   I  am  glad  the  gentleman  has  asked  the  question.    I 
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have  once  or  twice  called  up  that  subject  and  I  think  it  ought  to  be 
incorporated  in  this  law.  I  now  move  that  that  report,  as  amended  by 
the  convention  be  recommitted  to  the  committee,  with  the  understanding- 
that  they  are  to  report  again  at  two  o'clock  in  the  afternoon. 

The  question  was  taken  on  the  motion  of  General  Smith,  and 

carried. 

Mr.  PiLLSBURY :  As  there  seems  to  be  nothing  before  the  convention, 
and  as  the  secretary  has  just  left  the  room,  I  desire  to  offer  a  couple  of 
resolutions,  which  I  will  read  myself. 

1.  Resolved^  That  Col.  H.  S.  Olcott,  secretary  of  this  convention,  has 
proved  himself  equal  to  every  emergency  in  the  discharge  of  the  delicate 
and  onerous  duties  incident  to  the  position,  involving  as  they  have,  not 
only  the  ordinary  clerical  duties,  but  the  supervision  of  the  publication 
of  the  proceedings  of  the  last  convention,  with  a  great  variety  of  papers 
presented  for  its  consideration,  expressing  diverse  and  conflicting  views 
and  interests,  extensive  correspondence  with  the  several  states  to 
secure  attendance  upon  the  present  session  of  the  convention,  making 
arrangements  for  its  accommodation,  and  providing  facilities  for  con- 
ducting its  business ;  in  all  of  which  duties  he  has  exhibited  skill,  tact 
and  judgment  demanding  emphatic  recognition. 

2.  Resolved  ttnanimously,  That  the  thanks  of  this  convention  are  due, 
and  are  hereby  tendered  to  Col.  H.  S.  Olcott,  for  the  promptness,  ability 
and  strict  impartiality  with  which  he  has  discharged  every  duty  imposed 
upon  him  as  secretary  of  the  convention. 

The  question  was  put  on  the  passage  of  the  resolutions,  and 
they  were  carried  unanimously. 

Mr.  W.  E.  Harvby,  of  Illinois :  The  table  of  mortality  which  has  been 
adopted  here  as  the  basis  of  reserve  extends  to  no  ages  younger  than  ten 
years.  I  move  that  a  committee  be  appointed  to  adjust  the  table  of 
mortality. 

The  President  :  Would  it  not  be  properly  referable  to  the  commission 
which  has  been  appointed? 

Mr.  W.  £.  Harvey :  That  commission  has  provided  for  a  future  table 
of  mortality,  and  this  is  needed  for  the  present. 

The  President  :  Will  the  gentleman  reduce  that  to  writing? 

Mr.  W.  £.  Harvey:  ^^  Resolved,  That  a  committee  be  appointed  to 
adjust  the  table  of  mortality  on  ages  younger  than  ten  years  and  report 
as  soon  as  practicable.** 

Mr.  Row:  At  the  May  session  I  introduced  a  resolution  regarding 
investments  of  companies.  It  has  been  discussed  but  not  acted  upon. 
It  was  referred  to  the  committee  on  assets,  but  they  did  not  have  time  to 
consider  it.  1  would  like  now  to  read  the  resolution  in  order  that  it  may 
be  referred  to  the  commitee  on  legislation,  if  the  convention  sees  fit: 

WkereaSy  The  laws  of  several  states  require  insurance  companies  to 
make  investment  of  funds  only  in  the  state  where  organized;  and, 
whereas,  such  enactments  tend  to  increase  retaliatory  and  aggressive 
legislation ; 

Resolved,  That  such  restrictions  as  to  investments  are  unwise  and 
unnecessary,  and  that  freedom  to  make  safe  and  profitable  investments 
in  any  or  all  states  be  allowed. 

The  resolution  w^as  referred  to  the  committee  on  legislation. 

The  President  :  I  will  state  for  the  information  of  the  committee,  and 
for  the  information  of  the  convention,  a  fact  which  seems  to  have  escaped 
all  attention,  and  that  is,  that  the  state  of  New  York,  although  charged 
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with  having  this  restrictive  clause  in  its  legislation  up  to  this  time,  last 
winter  took  one  more  step  forward.  Although  I  did  not  secure  all  needed 
legislation,  I  did  secure  this;  fire  companies  are  relieved  from  that 
restriction,  and  under  the  amendment  of  last  winter,  have  the  pow«r 
now  to  invest  in  any  state,  to  a  certain  extent. 

Mr.  Caldwbll  :  The  difficulty  in  that  respect  is  that  the  Chicago  fire 
relieved  you  of  the  ability  to  give  any  help. 

The  Prssidbnt  :  It  is  a  grand  step  forward,  at  all  events.  I  think,  if 
nothing  unforseen  happens,  this  winter  we  will  get  the  restriction  off  of 
life  companies. 

Mr.  Roiw :  I  desire  to  offer  an  amendment  to  the  constitution,  adopted 
by  this  convention.     Article  V.  now  reads  as  follows : 

"The  ofiScers  shall  be  a  president,  vice-president,  secretary,  and  an 
executive  committee  of  five,  of  which  the  president  and  secretary  shall 
be  nsembers  ex  officio^  and  all  shall  be  chosen  by  ballot  at  each  annual 
meeting,  and  hold  office  until  others  are  elected.'* 

I  would  move  that  the  executive  committee  be  composed  of  seven, 
instead  of  five  members. 

The  question  was  taken  on  the  amendment  of  Mr.  Row,  and 

carried. 

Time  for  Annual  Meeting. 

Mr.  PnxsBURY :  Since  this  matter  is  up,  I  desire  to  make  a  suggestion 
with  regard  to  the  constitution. 

It  has  occurred  to  me  that  the  month  of  October  will  be  a  more  suitable 
time  for  the  annual  meeting  than  the  month  of  May,  as  provided  in  the 
constitution,  from  the  fact  that  most  legislation  occurs  during  the  winter, 
and  will  be  fresher  in  the  minds  of  the  people,  and  the  members  of  the 
convention  than  if  the  convention  met  in  May.  And  also  for  another 
reason.  I  think  It  is  a  time  that  the  commissioners  of  most  states  are 
very  busy  in  making  up  their  annual  reports,  and  getting  them  ready  for 
publication,  and  it  really  seems  to  me  that  the  month  of  October  will 
accommodate  more  commissioners,  and  people  generally,  than  the  month 
of  May.  I,  therefore,  make  the  motion  that  the  constitution  be  so  far 
changed  as  to  provide  for  meeting  the  first  Wednesday  in  October,  instead 
of  the  third  Wednesday  in  May. 

The  President  :  Would  not  the  second  Wednesday  be  better? 

Mr.  Kblsby  :  Make  it  the  second. 

Mr.  P11.LSBURY :  I  have  no  objection. 

The  Secretary:  Before  that  question  is  put,  I  would  like  to  make  a 
suggestion,  and  that  is,  whether  or  not  it  would  be  better  to  commence 
on  Monday,  instead  of  Wednesday.  Let  the  delegates  arrive  here  by 
Saturday  or  Sunday  night.  We  have  found  in  these  two  sessions 
that  there  is  a  practical  difficulty  in  the  way  of  commencing  on 
Wednesday.  We  end  up  on  Friday  or  Saturday  of  the  next  week, 
and  the  (delegates  are  always  impatient  to  get  home  by  Sunday,  if 
possible.  If  we  open  our  session  on  Monday,  we  would  have  the  whole 
of  that  week,  and,  then,  as  much  of  the  next  week  as  was  necessary,  and 
could  adjourn  on  Wednesday,  Tuesday,  or  Monday,  as  might  be,  and 
give  the  delegates  an  opportunity  either  to  go  home,  or  to  accept  the 
hospitalities  which  are  offered  at  each  meeting.  I  have  been  obliged  to 
refuse,  on  behalf  of  the  convention,  invitations  from  the  Atlantic  Mutual 
Marine  Insurance  company  for  an  excursion  down  the  bay,  and  others 
from  the  city  authorities  of  New  York,  the  commissioners  of  emigration, 
and  the  commissioners  of  charities  and  correction,  who  desired  to  take 
us  around  to  see  the  institutions  of  the  city.  I  have  had  to  do  this  for  the 
reason  that  we  were  so  hurried  with  the  business  during  the  latter  days 
that  we  could  not  accept  them.     If  we  opened  our  session  on  Monday  the 
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delegates  could  reach  here  by  Saiurdaj,  or  Sundaj  night,  and  we  would 
have  the  whole  of  the  week  for  work. 

Mr.  Williams,  of  Ohio :  I  am  in  favor  of  the  time  of  year  to  meet.  I 
think  it  should  be  fixed  at  such  a  time  in  October,  as  will  allow  members 
of  the  convention  to  cast  their  votes.  There  are  several  states  which  vote 
on  the  second  Tuesday  in  October;  Pennsylvania,  Ohio,  Indiana,  and 
Iowa,  it  occurs  to  me.  I  would  suggest  the  third  Monday,  according  to 
the  recommendation  of  the  Secretary. 

Mr.  PiLLSBURY :  Of  course,  the  matter  of  the  elections  did  not  occur  to 
me.  I  have  no  objection  to  fixing  any  day  in  the  month  of  October  that 
will  accommodate  the  convention.  The  proposition  was  to  make  it  the 
third  Monday  in  October.    I  will  accept  that  amendment. 

The  President  :  The  motion  now  stands  that  the  day  fixed  by  the  con- 
vention be  changed  to  the  third  Monday  in  October. 

Mr.  KsLSSY,  of  New  Jersey :  It  strikes  me  it  would  be  better  to  fix  an 
earlier  day  in  October.  Many  of  us  will  feel  an  embarrasment  that 
has  been  mine  to  some  extent  during  the  session  of  this  convention. 
In  those  states  where  the  elections  are  held  in  November,  many  gentle- 
men who  attend  on  this  convention,  have  some  important  business  to 
do  about  those  times,  and  if  we  meet  on  the  third  Monday  of  October 
and  our  sessions  are  anything  like  as  long  as  they  have  been  heretofore, 
it  would  be  better  to  have  the  meeting  take  place  at  an  earlier  day  in 
October ;  the  second  Monday,  it  strikes  me,  would  be  convenient. 

The  Secret ARY :  The  gentleman  from  Ohio,  (Mr.  Williams)  says  that 
the  fall  elections  come  in  Iowa,  and  other  states  on  the  second  Tuesday 
in  October. 

Mr.  Row :  I  would  move  as  a  substitute  for  the  motion,  if  it  is  in  order, 
that  we  meet  upon  the  second  Monday  in  June.  This  will  obviate  the 
difficulty  suggested  by  the  gentleman  from  Ohio  (Mr.  Williams),  and  the 
gentleman  from  New  Hampshire  (Mr.  Pillsbury)  and  will  also  accom- 
modate me;  the  elections  being  early  in  November,  the  second  Tuesday, 
and  as  the  gentleman  suggested,  I  would  very  much  like  to  be  at  home 
about  that  time  of  the  year. 

Mr.  W.  £.  Harvey,  of  Illinois :  I  think  it  would  be  a  little  improper  to 
have  the  convevtion  held  at  such  a  time  as  will  accommodate  gentlemen 
who  are  looking  towards  the  election  for  a  continuance  in  office.  I  am 
decidedly  in  favor  of  a  session  earlier  in  the  season. 

Mr.  Row :  I  withdraw  my  motion  to  meet  in  June. 

The  President  :  The  question  is  on  the  original  motion  as  it  stands, 
with  the  amendment  offered  by  the  gentlemen  from  Ohio,  (Mr.  Williams) 
and  accepted  by  the  gentleman  from  New  Hampshire  (Mr  Pillsbury),  that 
it  be  the  third  Monday  in  October. 

The  question  was  taken  on  the  motion  of  Mr.  Pillsbury,  and 
carried. 

Mr.  Caldwell  :  While  the  matter  of  the  constitution  is  up,  I  would 
like  to  offer  another  amendment,  to  amend  the  second  article  so  as  to 
make  persons  who  are  elegible  for  membership  in  the  permanent  organi- 
sation to  be  only  the  officers  of  state  having  in  charge  the  supervision  of 
insurance,  and  to  be  nobodv  else;  they  to  have  the  privilege  of  deputizing 
some  one  connected  with  their  office  only  to  represent  them  in  the  event 
of  their  inability  to  attend  in  person ;  but  that  the  membership  shall  be 
in  the  officer  having  in  charge  the  supervision  of  insurance,  and  in  him 
only. 

The  President:  Not  recognizing  the  appointment  by  the  governor 
afterwards. 

Mr.  Caldwell:  No,  sir;  not  this  man  one  year,  and  another  man 
next  year.    So  far  as  the  object  is  concerned  in  calling  this  present  con- 
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Tention  togrether,  it  was  with  theTiewof  securing,  if  possible,  harmoniottS 
legislation  upon  the  subject  of  insurance  throughout  the  country;  and  it 
was  absolutely  necessary  that  a  different  policy  should  be  adopted,  and 
that  every  state  should  be  represented,  whether  they  had  officers  especially 
charged  with  the  supervision  of  insurance  or  not.  Nor  did  it  matter  to 
us  what  position  delegates  held,  provided  they  came  with  proper  creden- 
tials, a  proper  representative  from  their  state.  We  have  accomplished, 
so  far  as  we  can,  the  object  for  which  we  convened,  and  now  it  is  proposed 
to  create  a  permanent  organization  which  is  not  for  the  same  object 
that  was  had  in  view  when  this  present  convention  was  called  together. 
And  for  the  purpose  of  making  that  society  one  of  some  importance,  one 
that  should  be  looked  up  to  with  much  consideration,  I  think  we  ought 
to  ^x  as  a  basis  of  membership  that  it  should  be  the  officers  of  state 
having  in  charge  the  supervision  of  insurance,  no  matter  what  their  titles 
of  office  might  be,  and  that  it  should  be  only  such  officials. 

The  Prssijdskt  :  You  heard  the  motion  of  the  gentleman  from  Indiana 
(Mr.  Caldwell),  that  the  section  relating  to  the  elegibility  of  members, 
be  so  changed  as  to  maJke  elegible  only  insurance  officers  having  chaise 
of  the  administration  of  the  insurance  laws  of  the  several  states,  or 
persons  deputized  by  them. 

Mr.  Caldwell:  From  their  office — directly  connected  with  their 
office. 

The  Sbcrbtary  :  I  would  like  to  put  this  question  to  the  gentleman, 
supposing  that  there  might  be  some  subject — say  like  this  rate  of  interest^ 
or  rate  of  mortality,  before  the  convention  upon  which  a  number  of  the 
states  wished  to  vote,  and  that  their  ex-ofieio  delegates  could  not  make  a 
long  journey  here  from  their  distant  states  for  the  express  purpose  of 
doing  that,  and  wished  to  delegate  the  secretary  of  the  convention  to 
cast  the  vote  of  their  state  for  them,  as  Alabama,  Arkansas,  Massachu- 
setts, and  Kansas  have,  in  this  instance  done,  should  they  be  prevented? 
Could  he  not  properly  do  it? 

Mr.  Caldwell  :  I  am  opposed  to  permitting  that  I  think  if  an  officer 
has  not  sufficient  interest  in  the  subject  to  come  in  person,  or  send  a  dele- 
gate, or  some  one  directly  connected  with  his  office,  he  ought  not  to  vote 
at  all. 

Mr.  Row :  I  understand  the  object  which  the  gentleman  from  Indiana 
(Mr.  Caldwell)  has  in  view,  and  I  think  it  a  very  laudable  one,  to  make 
this  body  a  dignified  and  impersonal  body;  but  I  do  not  know  but  we  are 
going  to  make  it  rather  too  exclusive,  in  saying  to  the  officers  of  the  differ- 
ent states  that  may  not  have  insurance  departments,  that  they  must  either 
come  themselves  or  send  some  person  in  the  office,  or  not  be  represented 
in  the  convention.  We  provide  in  the  constitution  that  no  person  shall 
be  received  as  a  member  who  is  connected  in  any  manner  with  an  insurance 
company,  as  officer,  agent  or  otherwise.  That  was  intended  to  deprive 
companies  from  placing  their  personal  friends  in  this  convention  to 
represent  the  company.  Although  I  agree  substantially  Mrith  the  gentle- 
man from  Indiana  (Au*.  Caldwell;  it  strikes  me  that  as  we  desire  to  secure 
uniformity  and  harmony  in  the  different  states,  it  might  not  be  politic 
to  exclude  a  -state  even  though  the  officer  or  some  person  in  his  office 
could  not  represent  the  state.  I  think  we  desire  above  all  things  to 
have  the  states  represented,  and  if  they  are  represented  by  persons  who 
are  not  in  any  manner  connected  with  msurance  companies  I  think  that 
we  should  receive  them. 

Mr.  Caldwell  :  I  think  that  I  see  a  difference  between  the  convention 
as  it  is  at  present  organized,  and  the  object  which  called  it  forth — a  differ- 
ence, I  say,  between  the  organization  now  and  that  of  a  permanent  society ; 
and  that  is  the  reason  why  I  propose  this  amendment  If  the  broad  view 
suggested  by  the  gentleman  from  Michigan  (Mr  Row)  is  adopted,  we 
will  find  that  in  many  states  where  there  are  no  insurance  departments,  or 
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"where  perhaps  officers  who  have  the  charge  and  supervision  of  insurance- 
take  but  little  interest  in  it.  there  will  be  gentlemen  seeking  the 
appointment  merely  as  a  matter  of  pleasure ;  to  come  here,  present  their 
credentials  from  the  ffovemor  from  whom  they  have  solicited  the  appoint- 
ment, knowing  nothing  about  insurance  interests,  caring  nothing  about 
them  and  spending  their  time  about  town,  instead  of  in  the  convention. 
So  far  as  securing  uniform  legislation  is  concerned,  that  was  the  object  of 
this  convention,  but  that  is  not  the  object  of  the  permanent  organization ; 
because  it  is  to  be  hoped  that  the  action  of  this  convention  as  at  present 
constituted,  with  representatives  from  every  state,  will  have  secured  that. 
And  I  think  that  the  society  would  be  one  of  more  dignity  and  import- 
ance, if  we  confined  it  exclusively  to  the  state  officers  having  in  charge 
the  supervision  of  insurance,  u  any  state  have  no  such  officer  it  ought 
not  to  be  represented  in  this  permanent  organization  until  it  has.  If 
any  state  officer  having  in  charge  the  supervision  of  insurance  is  not 
able  to  attend  these  meetings  in  proper  person,  I  think  it  is  large  enough 
latitude  to  say  that  he  shall  have  the  privilege  of  sending  some  one 
directly  connected  with  his  office  to  represent  him  here. 

Mr.  Row :  I  do  not  insist  on  discussing  this  subject,  but  if  we  were  well 
assured  that  all  the  recommendations  which  we  shall  now  make  here  will 
be  received  and  adopted  by  the  legislatures  of  the  different  states,  it 
might  be  well  to  pass  the  gentleman's  motion;  but  until  that  happy 
time  arrives,  I  think  that  all  the  states  should  be  represented.  These  are 
matters  of  too  great  importance  to  shut  out  even  one  state,  and  when, 
by  the  appointment  of  a  delegate  who  can  come  here  and  be  made 
interested  on  these  questions,  we  can  send  him  home  to  work  for  the 
object  we  have  in  view,  it  seems  to  me  most  desirable  to  appoint  him. 
And  so  far  as  we  restrict  this  delegate,  as  we  have  in  this  constitution, — 
saying  that  he  shall  not  represent  any -insurance  company  in  any  sense 
— it  strikes  me  that  the  gentleman's  other  objection  is  not  well  founded. 

Mr.  Kblsby:  The  gentleman  from  Indiana  (Mr.  Caldwell),  raises 
some  striking  objections  to  the  constitution  as  it  now  stands ;  objections 
which,  to  my  mind,  are  almost  conclusive.  Yet  it  seems  to  me  we 
might  be  able  to  adopt  some  provision  whereby  states  that  have  no 
insurance  department,  or  no  officer  charged  with  the  execution  of  the 
insurance  laws,  might  be  represented  if  the  governor  of  that  state  saw 
proper  to  delegate  some  person  to  do  so.  It  seems  to  me  that  we  ought 
hardly  to  say  that  we  will  exclude  from  representation  to  this  convention 
all  states  except  those  that  have  insurance  bureaus,  and  officers  charged 
with  the  execution  of  insurance  laws;  and  it  strikes  me  that  the  point  of 
the  gentleman  from  Indiana  (Mr.  Caldwell),  seems  a  strong  objection  to 
admit  persons  who  are  not  of  that  class,  who  are  not  insurance  officials, 
or  who  represent  states  that  have  not  especial  insurance  laws.  Might 
we  not  say  that  states  of  that  class  could  be  represented  on  the  appoint- 
ment of  some  person  by  the  governor  in  an  honorary  position  ?  Would 
it  not  be  well  to  afford  states  which  have  not  yet  adopted  legislation  of 
this  class,  an  opportunity  to  come  here,  and,  if  not  participate  in  the 
the  proceedings  of  the  convention,  to  glean  from  the  proceedings  such 
information  as  they  might  desire?  I  take  it  that  in  many  instances  it 
would  be  very  valuable  to  them  in  governing  and  directing  future  legis- 
lation. It  appears  to  me,  Mr.  President,  that  if  we  could  adopt  some 
provision  of  that  kind,  which  would  admit  all  those  states  that  have  not 
made  as  great  progress  as  some  of  the  others  in  this  direction,  we  would 
have  reached  a  very  desirable  end ;  perhaps  finally  it  would  go  far  to 
produce  the  result  we  aim  at  in  our  deliberations  Perhaps  the  gentle- 
man from  Indiana  (Mr.  Caldwell),  would  be  able  to  suggest  something 
of  that  kind.     I  see  he  has  been  forcibly  impressed  with  my  remarks. 

Mr.  Caldwell  :  I  have  not  been  forcibly  impressed  with  the  gentle- 
man's suggestion.     I  think  still  that  we  should  adhere,  m  the  organiza- 
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tion  of  a  permmnent  soctetj,  to  a  high  standard  upon  which  we  could 
start  oiT. 

The  Presidbnt  :  The  question,  as  I  understand  it  now,  is  on  the  motion 
of  the  gentleman  from  Indiana  (Mr.  Caldwell)  to  amend  section  2  of 
the  constitution.    It  would  seem  to  substantially  strike  out  that  section. 

Mr.  Cau>wbll  :  No,  air,  only  amend  it.  All  that  refers  to  connec- 
tion with  insurance  companies  is  not  touched. 

The  Prbsidekt:  I  was  going  to  suggest  to  the  gentleman  from 
Indiana  (Mr.  Caldwell),  that  instead  of  denying  the  states  the  right  of 
representation,  we  limit  it  to  state  officers.  That  no  state  not  having 
a  department  shall  be  represented  except  by  one  of  its  state  officers, 
either  the  governor  or  another  state  officer  delegated  bpr  him,  and  not  to 
htve  any  outsiders  who  are  not  in  official  connection  with  the  state. 

Mr.  KsLSBY :  The  auditor,  secretary  of  state,  comptroller,  or  whoever 
it  might  be. 

The  Prssidbnt  :  The  governor  himself,  if  he  chooses  to  come. 

Mr.  Caldwell  :  I  will  accept  that  amendment  to  my  proposition,  and 
make  it  the  officer  of  state  having  charge  of  insurance  supervision  in 
his  state,  or  any  other  officer  of  state. 

The  President:  Delegated  by  the  governor.? 

Mr.  Caldwell:  With  the  proviso  that  in  the  event  of  this  proper 
person  being  unable  to  attend,  he  can  send  his  deputy  to  represent 
him.  But  it  don't  make  his  deputy  a  member;  he  only  comes  repre- 
senting that  officer. 

The  President  :  The  motion  then  is  that  *'  in  each  state^  where  no 
such  department  exists,  the  governor  shall  have  the  right  to  appoint  any 
other  state  officer  as  a  member  of  this  convention,  provided  that  no 
member  shall  be  connected  with  any  in8uran<*e  company  as  officer, 
agent,  or  otherwise." 

The  question  was  taken  on  the  motion  of  Mr.  Caldwell,  and 
carried. 

The  convention  then  took  a  recess  until  2  o'clock,  P.  M. 

Upon  re-assembling,  Mr.  Row  of  Michigan,  moved  that  the 
report  of  the  committee  be  approved  and  adopted  as  amended. 

Mr.  PiLLSBURY,  of  New  Hampshire :  Mr.  Chairman  there  is  a  matter 
which  it  seems  did  not  occur  to  the  committee,  which  I  think  should  be 
considered.  We  provid:  that  the  certificate  of  any  commissioner  who 
shall  make  a  valaation  of  policies  upon  a  proper  busis,  shall  be  accepted 
bj  any  other  state  in  lieu  of  exammation.  It  is  well  known  that  there 
are  some  companies  existing  not  under  state  law  or  state  departments,  but 
by  act  of  congress.  I  think  there  should  be  some  provision  made  so  that 
those  companies  should  be  compelled  to  pay  the  expense  of  the  valuation 
of  their  policies  in  some  one  of  the  states  where  they  do  business;  that 
a  certificate  from  some  commissioner  should  serve  the  same  purpose  that 
it  does  companies  organized  to  do  business  in  individual  states. 

Mr.  Smith,  of  Kentucky :  I  think  that  is  right. 

Mr.  Olcott,  (representative  of  the  auditor  of  Alabama)  :  To  meet  that 
point,  I  move,  as  an  amendment,  to  provide  that  any  company  organized 
by  act  of  congress  shall  elect  one  state  in  which  its  policies  shall  be 
valued,  and  that  the  certificate  of  -he  proper  officer  of  that  state  that  such 
has  been  done,  shall  be  received  by  the  commissioners  of  the  other  states 
as  of  the  same  force  as  if  the  company  had  its  sole  existence  in  that  state. 

Mr.  Smith:  1  have  no  objection  to  the  principle  ennunciated,  and  am 
■willing  that  it  be  incorporated  in  the  report. 

Mr.  Row,  of  Michigan :   I  suggest  that  the  same  principle  be  incorpo- 
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the  policies  are  valued. 
Mr.  Smith  :  The  committee  will  accept  that  amendment  too. 

The  question  was  then  taken  upon  the  motion  of  Mr.  Gaines,  of 
LfOuisiana,  that  the  report  of  the  committee  on  legislation  a& 
amended  be  approved  and  adopted,  and  it  was  declared  carried. 

Mr.  Harvby,  of  Missouri,  then  read  the  following: 

Rbport  of  the  Committee  on  Winding  up  Insolvent  Companies 

Hall  of  the  Convention,      > 
October  30,  1871.  > 

Your  commit%e  appointed  to  consider  and  report  a  plan  for  winding 
up  insolvent  insurance  companies,  beg  leave  to  report  : 

That  the  matter  submitted  to  the  committee  is  of  too  great  a  scope  to 
admit  of  the  presentation  of  any  sufficiently  well  digested  plan  at  the 
present  session ;  and  it  is  desirable,  that  a  committee  be  appointed  to  con- 
sider the  subject  farther,  and  report  to  thcnext  session  of  this  convention. 

For  the  present,  however,  this  committee  having  in  view  the  corrupt 
practices  which  may  be,  and  doubtless  have  been,  committed  under  the 
present  statutes  of  the  several  states,  recommend : 

That  under  no  circumstances  whatever,  should  any  receiver  be 
appointed  to  administer  the  affairs  of  any  insurance  company  until  nocce 
has  been  actually  served  upon  the  company  at  its  place  of  business,  and 
the  publication,  in  a  leading  newspaper  within  the  town  or  city  wherein 
such  company's  office  is  located,  of  the  fact  that  a  motion  in  court  has 
been  made  for  the  appointipent  of  such  receiver,  and  a  day  designated  for 
the  hearing  of  such  motion. 

In  reference  to  the  return  of  unearned  premiums  by  fire  companies,  the 
rule  among  solvent  companies  is  that  if  the  termination  of  a  policy  is 
upon  the  motion  of  the  insured,  the  premium  earned  shall  be  estimated 
upon  a  **  short  rate"  table,  or  if  at  the  instance  of  the  company,  the  return 
premium  will  be  in  proportion  to  the  whole  premium  paid,  as  the  unex- 
pired term  of  the  policy  is  to  the  whole  term.  An  application  by  the 
insured  for  the  cancellation  of  his  policy  in  an  insolvent  company  is,  in 
reality,  caused  by  the  action  of  the  company,  and  the  re-insured  should 
not  ble  required  to  pay  an  excess  of  premium  for  expired  time,  when  his 
desire  has  been  to  continue  his  policy  the  whole  of  the  agreed  time.  The 
rule  should  be  that  in  all  cases,  when  a  termination  of  a  policy  occurs 
either  directly  on  the  motion  of  the  company,  or  indirectly  as  in  the  case 
of  insolvency,  the  unearned  premium  shall  be  computed  pro  rata  as  to 
time,  and  also  as  to  the  proportion  of  actual  assets  to  the  required  amount, 
when  a  deficiency  exists. 

We  also  recommend,  with  reference  to  the  peculiar  circumstances  sur- 
rounding the  fire  insurance  interests  of  the  country,  consequent  upon  the 
the  unprecedented  calamity  at  Chicago : 

That  before  commencing  proceedings  to  wind  up  companies  which 
have  apparently  been  rendered  insolvent  by  the  extent  of  their  recent 
losses,  every  commissioner  of  insurance  shall  exercise  a  large  discretion 
in  each  case  under  his  jurisdiction :  and  as  far  as  possible,  by  extension 
of  time,  or  other  lenient  treatment,  as  far  as  may  be,  under  the  laws 
soverninff  him,  afford  the  company  an  opportunity  of  recovering  from 
its  difficulty,  provided,  however,  that  such  extensions  shall  not  extend 
beyond  January  i,  1872. 

In  the  matter  of  life  companies,  the  committee  recommend : 

When  the  net  state  valuation  shall  show  that  a  company's  assets  are- 
not  in  excess  of  its  liabilities,  exclusive  of  its  capital,  the  superintendent 
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of  insurance  shall  direct  the  company  to  cease  issuing  new  policies,  and 
shall  direct  the  appointment  of  three  experts,  one  of  whom  shall  be 
appointed  by  himself,  one  by  the  company,  and  the  third  by  these  two, 
and  no  one  of  whom  shall  have  been  connected  with  the  company  during 
the  previous  twelve  months.    This  commission  shall  then  proceed : 

1.  To  require  all  the  agents  of  the  company  to  immediately  return  all 
policies  and  renewal  receipts  in  their  hands,  where  the  premiums  are 
overdue ;  and  to  remit  all  premiums  as  soon  as  received. 

2.  Upon  the  return  of  such  policies  and  renewal  receipts,  the  commis- 
sion shall  check  upon  the  policy  registers  all  policies,  upon  which  any 
premiums  are  any  time  past  due,  and  for  the  purpose  of  the  examination, 
account  all  such  policies  as  terminated. 

3.  The  commission  shall  examine  the  expense  accounts  of  the  com- 
pany, including  salaries  and  agents'  contracts,  and  shall  determine  what 
per  centage  shall  be  deducted  rrom  the  gross  premiums,  to  cover  reason- 
able and  necessary  future  expenses.  The  commission  shall  then  charge 
each  policy  with  the  net  present  value  of  the  assurance,  based  upon  the 
American  table  of  mortality,  modified,  as  may  seem  best,  in  accordance 
with  the  latter  part  of  this  article,  with  interest,  at  a  rate  to  be  be  fixed 
by  the  commission,  at  from  three-fourths  of  one  per  cent  to  one  and  one- 
quarter  per  cent  less  than  that  realized  by  the  company  upon  its  invested 
assets,  and  not  exceeding  six  per  cent  in  a^iy  case,  and  credit  it  with  the 
present  value  of  the  remainder  of  the  future  gross  premiums,  after 
deducting  the  margin  for  expense  as  determined  by  the  commission.  In 
no  case  shall  the  liability  under  any  policy  be  held  to  be  less  than  the 
amount  necessary  to  carry  the  assurance  for  the  balance  of  the  policy 
year.  The  sum  of  the  differences  between  the  charges  and  credits  thus 
made  shall  be  considered  the  premium  reserve  required  to  be  held  by  the 
company;  and  to  this  must  be  added  all  other  liabilities  exclusive  of 
capital.  If  the  assets  of  the  company,  excluding  all  items  not  admitted 
according  to  the'  form  of  annual  returns  adopted  by  this  convention, 
shall  not  make  up  the  sum  of  the  liabilities  as  found  above,  the  company 
shall  be  declared  insolvent,  and  incapable  of  safely  continuing  business. 
The  commission  shall  also  examine  the  records  of  the  company  as  to  its 
experienced  mortality,  and  the  applications  on  file  on  which  existing 
policies  were  issued,  and  consider  such  information  in  estimating  the 
probable  future  death  rate  amonp;  the  policyholders,  and  as  entering  into 
the  question  of  the  future  condition  of^  the  company. 

4.  The  commission  shall  then,  first,  ascertain  how  much  insurance  ol 
the  original  form  could  be  purchased  at  the  present  age  of  the  insured 
by  the  annual  premium  on  each  policy,  considering  the  cost  of  such 
insurance  to  be  the  net  premium  of  the  state  table,  increased  by  an 
allowance  for  expenses  equal  to  five  (5)  per  cent  thereof,  plus  fifteen  (15) 
per  cent  of  the  net  ordinary  life  rate  at  the  same  age. 

5.  Find  each  policy's  share  of  the  assets  in  the  proportion  of  the  latter 
to  the  liabilities  as  in  section  3 ;  and  compute  the  paid-up  insurance 
of  the  original  term  purchasable  by  this  share,  estimating  the  cost  as  in 
the  last  paragraph. 

6.  Certify  to  the  superintendent  of  insurance  a  list  showing  the  com- 
bined insurance  to  which  each  policyholder  would  be  entitled,  according 
to  the  last  two  paragraphs. 

7.  The  superintendent  of  insurance  shall  then  ask  for  the  appointment 
of  a  receiver,  who  shall  be  allowed  all  necessary  expenses,  and  a  personal 
remuneration  of  2^  (two  and  one-half  per  cent)  of  the  premiums  and 
interest  collected  under  him,  but  such  personal  remuneration  shall  not 
exceed  ten  thousand  dollars  per  annum. 

The  superintendent  shall  also  immediately  write  to  each  of  the  life 
insurance  companies  in  the  United  States,  asking  whether  it  will  assume 
.the  risks  of  the  insolvent  company,  accordmg  to  the  lif^t  mentioned  in 
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the  last  section.  After  two  months  or  more,  when  offers  shall  have  been 
received  from  one  or  more  solvent  companies,  the  superintendent  shall 
advertise  and  notify  all  holders  of  policies  for  $1,000,  and  upwards 
resident  in  the  township  where  the  insolvent  company's  office  is  located, 
to  give  in  their  votes  for  the  company  to  which  they  prefer  to  be  trans- 
ferred; and  after  such  votes  have  been  properly  taken,  the  recreiver  shall 
hand  over  the  assets  of  the  insolvent  company  to  the  company  receiving 
a  plurality  oi  said  votes,  when  such  latter  company  has  contracted  to 
assume  the  risks  of  the  insolvent  company,  as  before  mentioned. 

8.  Upon  the  making  of  such  contract,  the  re-insuring  company  shall 
proceed  to  collect  all  such  sums  as  may  be  realized  from  agents'  balances 
and  other  unadmitted  assets,  and  shall  immediately  apply  seventy-five 
per  cent  of  such  receipts  to  the  increase  of  the  amounts  of  the  paid  up 
assurances  in  force  on  the  lists  received  from  the  insolvent  company. 

9.  If  It  shall,  during  the  examination  by  the  commissioner,  be  satis- 
factorily demonstrated  that  the  officers  of  the  company  have  paid  to 
themselves  or  their  agents,  salaries  greatly  in  excess  of  customary  rates, 
or  have  used  moneys  of  the  company  for  other  purposes  than  that  of 
paying  losses,  or  legitimately  maintaining  the  business  of  the  company, 
or  have  made  at  any  time  false  returns  to  the  insurance  department,  or 
have  wilfully  deceived  the  public  in  regard  to  the  condition  of  the  com- 
pany, the  facts  shall  be  laid  before  the  commissioner  of  insurance,  and 
it  shall  be  his  duty  to  lodge  complaint  before  a  court  of  competent  juris- 
diction, as  the  foundation  of  a  criminal  action  against  the  officers  of 
such  company. 

10.  If  the  commission  shall  find  that  the  expenses  of  the  company,  as 
determined  in  section  3,  will  not  exhaust  the  difference  between  the 
net  and  the  gross  premiums,  that  its  mortality  experience  will  not  pro- 
bably greatly  exceed  its  anticipated  rate,  and  there  is  good  reason  to 
believe  that  the  impairment  of  the  regular  state  reserve  may  be  made 
good  within  one  year,  the  company  may  be  permitted  to  continue  its 
business  without  further  examination;  nor  shall  any  restrictions  be 
placed  upon  a  company,  if  its  stockholders  or  policyholders  shall,  by  a 
voluntary  payment,  make  up  all  deficiencies  by  an  increase  of  the  assets 
of  the  company. 

11.  If,  however,  the  company  shall  be  found  to  be  in  popsession  of 
assets  sufficient  to  cover  the  liabilities,  as  found  in  section  3,  the  com- 
pany shall  be  permitted  to  continue  its  old  business,  provided  that  the 
rate  of  expense  shall  not  exceed  that  assumed  by  the  commissioner 
aforesaid ;  but  it  shall  not  do  any  new  business  until  its  assets  shall 
become  fully  equal  to  the  reserve  found  by  the  regular  state  valuation. 

12.  No  examination  by  a  commissioner  as  herein  provided  shall 
extend  bevond  three  months.  The  expenses  of  such  commission  shall 
be  borne  By  the  company  investigated,  and  shall  not,  in  addition  to  all 
necessary  incidental  expenses,  exceed  $3  per  day  for  each  clerk  employed, 
and  $15  per  day  for  each  member  of  the  commission. 

A.  T.  Harvey,        ^ 

D.  P.  Facklkr,       >  Committee. 

W.  W.  Caldwell,  ) 

Mr.  Smith,  of  Kentucky :  Mr.  Chairman,  in  view  of  the  great  import- 
ance of  this  subject,  and  the  limited  time  that  we  have  to  discuss  it,  the 
gentlemen  of  the  committee,  as  I  understand,  not  only  consent  but 
intimate  that  they  prefer  to  have  the  report  accepted  and  laid  on  the 
table,  to  be  taken  up  at  the  next  session ;  but  that  it  be  printed  in  the 
official  report  of  our  proceedings.     I,  therefore,  make  that  motion. 

The  report  as  read  was  then  adopted. 

Mr.  Harvey,  of  Missouri :  I  feel  a  little  interested  in  the  fate  of  two 
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resolutions  which  I  had  the  honor  to  introduce ;  one  of  them  as  the 
result  of  the  declarations  of  the  committee,  and  the  other  upon  my 
own  motion.  One  relates  to  capital  as  a  liability,  and  the  publication  by 
the  state  department  of  columns  in  their  tables  showing  deficiencies  as  to 
the  capital  employed  and  impairment.  The  other  resolution  relates  to  the 
dividing  by  mutual  companies  of  the  gains  from  mortality.  I  think  they 
both  ought  to  be  passed  upon  by  the  convention,  one  way  or  the  other. 

Mr.  Smith:  Mr.  Chairman,  I  feel  that  there  is  or  has  been  a  tendency 
on  the  part  of  this  convention  to  go  a  little  too  far  in  the  details  of 
controlling  these  companies.  As  to  the  matter  of  impairment  of  capital, 
I  don't  know  exactly  what  the  gentleman  wants  done ;  but  the  ground 
has  been  covered  twice  now  deliberately  by  the  convention,  that  the  state 
takes  no  kind  of  notice  of  a  company  so  far  as  the  capital  is  concerned — 
it  is  the  reserve  that  they  want.  Now  if,  after  that,  we  say  that  capital  is 
not  a  liability,  policyholders  might  conclude  that  we  did  not  think  it  was 
liable  to  them.  There  is  a  little  danger  in  that.  And  as  to  this  other 
matter  of  prescribing  what  they  shall  do  with  this  table  or  that,  we  have 
certainly,  from  the  resolutions  that  we  have  adopted  and  the  recommen- 
dation  that  we  have  made,  attained  this  much,  that  they  will  not  get  very 
far  away  from  us.  I  desire  that  every  member  of  this  convention  shall 
deliberately  think  over  at  home  this  matter  of  the  interference  on 
the  part  of  the  state  in  a  bargain  made  between  individuals  and  a  cor- 
poration created  by  the  state ;  where  that  is  to  stop ;  and  if,  when  we 
have  secured  safety  in  the  fundamental  principles  underlying  the 
business  and  fixed  the  amount  of  capital  the  companies  must  have,  and 
prescribed  the  securities  in  which  it  must  be  invested  and  held,  we 
should  then  go  farther  into  details.  I  throw  this  out  for  gentlemen  to 
consider.  I  think  we  had  better  stop  when  we  have  secured  the  safety 
of  the  policyholder. 

Mr.  Harvey,  of  Mo. :  I  don't  know  that  it  is  important  that  we  should 
say  much  in  regard  to  one  of  those  resolutions — it  is  advisory.  But  I 
believe  that  it  is  important  that  we  should  express  our  opinion  on  the 
matter  of  dividends.  I  might  go  on,  and  instance  quite  a  number  of 
cases  where  companies  have  advertised  the  extent  of  the  dividends  that 
they  have  declared,  when  they  were  declared  out  of  money  which  ought 
not  to  have  been  used  for  that  purpose,  but  I  don't  know  that  that  is 
necessary.  I  don't  know  that  a  provision  of  that  kind  ought  to  be 
inserted  in  the  law— in  the  department  regulations.  I  think,  however, 
that  we  might  express  our  opinion  as  to  the  advisability  of  retaining  all 
savings  from  that  source.  As  the  report  of  the  committee  suggests,  if 
our  tables  of  mortality  are  good  for  anything  they  will  show  that  the 
exce.sse8  in  the  death  rate  of  one  year  will  be  made  up  by  a  corresponding 
diminution  in  another;  and  vice  versa.  And  all  such  gains  ought  to  be 
rigidly  held  by  the  company  as  a  special  reserve  to  meet  future  excesses. 

Upon  the  other  matter,  that  of  capital,  I  am  pretty  clear  that  that 
ought  to  be  expressed  in  the  law  somewhere.  The  commissioners  of 
some  of  the  states  have  published  tables  containing  a  column  showing 
the  impairment  of  capital,  and  I  think  it  is  all  wrong.  It  has  been  done 
for  a  long  time,  superintendents  have  followed  their  predecessors  in  this 
respect  without  questioning  it;  but  I  consider  that  it  is  an  exceeding 
great  evil  to  the  whole  system  of  insurance,  and  that  we  ought  at  least 
to  expr'?ps  our  opinion  against  the  propriety  of  it. 

Mr.  Kelsey,  of  N.  J. :  I  quite  agree  with  the  remarks  of  the  gentleman 
from  Kentucky  (Mr.  Smith).  I  think  the  danger  exists  that  we  may  go 
too  far  in  expressing  our  opinions ;  and  in  order  to  give  this  matter 
definite  shape,  I  move  that  the  consideration  of  the  resolutions  called  up 
by  the  gentleman  from  Missouri  (Mr.  Harvey),  be  postponed  for  this 
session. 

Seconded  bv  Mr.  Row,  of  Michi$^an,  and  carried. 


283 

Mr.  PiLLSBURY,  of  N.  H. :  Mr.  Chairman,  in  view  of  the  fact  that  the 
proposed  insurance  law  has  been  reported  upon  part  at  a  time,  there 
being  no  connected  report,  and  also  in  view  of  the  fact  that  there  has 
been  but  little  time  to  consider  some  of  its  provisions,  I  offer  the  follow- 
ing resolution : 

Resolved^  That  the  general  insurance  statute,  as  adopted,  be  referred 
to  a  committee  of  revision  to  be  composed  of  two  members,  with  the 
president  and  secretary  as  members  ««  officio,  who  shall  carefully  compare 
the  sections  with  the  official  report  of  the  proceedings  of  this  session  of 
the  convention,  and  revise,  reconstruct,  and  amend  the  same,  or  insert 
additional  provisions  in  any  case  when  the  said  statute  may  be  found  to 
omit  to  provide  for,  or  misrepresent  the  intentions  of  the  convention,  as 
expressed  in  its  votes ;  and  the  said  statute,  as  so  amended  and  revised, 
shall  be  published  in  the  official  printed  report  as  having  been  adopted 
and  approved  by  this  convention,  and  so  certified  to  the  governors  of  the 
several  states,  agreeably  to  the  resolutions  already  adopted. 

Seconded  by  Mr.  Smith,  of  Kentucky,  and  carried. 

On  motion  of  Mr.  Kelsey,  of  New  Jersey,  Mr.  J.  B.  Ecclesine^ 

editor  of  The  New  Tork  Underwriter^  was  invited  to  address  the 

convention. 

Remarks  of  Mr.  J.  B.  Ecclbsins. 

There  is  some  danger  from  the  tendency  of  many  of  the  inquiries 
prosecuted  here,  that  you  maybe  urged  to  put  '*  too  fine  a  point"  on  state 
supervision  of  life  insurance  companies.  It  may  be  well  to  remember 
that  there  was  a  large  amount  of  very  good  life  insurance  supplied  in  the 
country  before  there  were  any  insurance  superintendents  or  commis- 
sioners created,  and  a  still  larger  amount  before  any  session  of  your 
convention  was  convened.  Even  now,  there  are  some  very  old  and  very 
good  life  companies  existing  in  the  rreat  wealthy  old  state  of  Pennsyl- 
vania, which  has,  as  yet,  sturdily  avoided  creating  any  regular  insurance 
bureau.  The  scheme  of  this  inter-state  convention  was  rather,  I  believe,  to 
promote  uniformity  in  insurance  legislation  and  supervision,  than  to 
adjudicate  upon  the  plans,  systems  or  practices  of  insurance  companies, 
and  it  seems  to  me  very  desirable  that  no  impression  should  go  abroad 
from  this  convention,  that  the  plan  of  life  insurance  as  already  so  fully 
practised  is  not  well  found,  substantial  and  worthy  of  the  highest  public 
confidence.  The  edifice  of  life  insurance  already  presents  so  massive  a 
front  in  the  land,  that  it  may  be  fairly  presumed  that  its  foundations 
have  been  well  laid,  and  its  structure  of  a  secure,  enduring  character.  Of 
course,  like  every  other  work  of  man,  it  needs  careful  supervision. 
*  Eternal  vieilance '  may  be  the  price  of  safety  in  this  business  as  well  as 
in  the  broader  sphere  of  political  affairs ;  but  the  first  great  public  need 
in  this  connection  I  would  earnestly  submit,  is,  that  we  should  have 
great,  strong,  secure  life  companies.  Better  that  life  organizations  should 
,-^e  practically  strong,  firm,  powerful  for  the  many,  than  that  they  should 
be  even  fastidiously  careful  for  the  few. 

As  life  insurance  is  a  public  need,  so  strong  life  insurance  companies  are 
a  public  necessity.  It  is  more  important  that  these  companies  shall  be 
strong  enough  to  attract  and  retain  the  public  confidence,  than  that  they 
should  be  so  fancifully  fashioned  and  delicately  balanced  as  to  accommo- 
date all  the  infirmities  of  human  action.  Great  stress  has  been  laid 
during  your  proceedings  on  the  claims  of  policyholders  as  to  their  *'  self- 
insurance,"  their  *■*'  surrender  values,"  and  their  separate  individual 
contributions  to  the  funds  of  their  companies.  These  abstract  theories 
may  be  pushed  so  far  as  to  utterly  disintegrate  the  whole  mass  of 
life  insurance.     Life  insurance  is  only  possible  by  aggregated  action. 
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Individualism  is  utterly  antagonistic  to  the  associative  force  of  this 
sjstem.  As  in  civil  society,  so  in  life  insurance,  the  i  iJividual  must 
relinquish  some  of  his  personal  desires,  in  order  that  he  may  enjoy 
the  fuller  protection  for  his  greater  needs.  If  the  citizen  wants  the 
protection  of  life  insurance,  he  should  understand  that  he  can  have  it 
only  by  combination  with  other  citizens;  that  he  takes  his  chance  of 

faying  into  a  common  fund  to  protect  all  his  fellow  members.  Hence 
have  never  been  able  to  fully  appreciate  the  wisdom  of  the  modern 
*' contribution  system"  of  dividends,  which  undertakes  to  keep  every 
policyholder's  account  separately,  and  to  give  back  to  members  *' sur- 
plus "or  "profit"  dividends  on  every  year's  transactions;  even  where  a 
policy  results  in  a  large  loss  or  depletion  of  the  common  fund  by 
the  premature  death  of  a  member.  This  opinion  may  be  regarded  as 
an  audacious  heresy  in  the  face  of  all  the  high  authorities  who  inaugu- 
rated and  who  maintain  the  **  contribution  system."  But  I  believe  that 
the  whole  dividend  system  is  a  pernicious  excresence  on  life  insurance, 
and  the  subtle  refinement  of  the  '*  contribution  system  "  has  only  aggra- 
vated the  disease.  As  a  necessary  sequence,  ''cash  surrender  value "  is 
the  skeleton  in  the  closet  of  every  life  company  in  the  land ;  and  this 
convention  should  hesitate  long  and  seriously  before  it  approves  the 
theories  that  have  been  advanced  on  that  subject.  The  fancy  of  "  self 
insurance  '*  is,  to  my  humble  thinking,  another  radical  actuarial  conceit, 
negativing,  in  the  outset,  the  fundamental  need  of  aggregative  combina- 
tion, and  setting  up  in  its  stead  the  very  opposite  principle  of  segregative 
force.  To  use  a  homely  illustration,  one  cannot  **  eat  his  cake  and  keep 
it,"  in  life  insurance.  It  should  be  well  understood  that  there  can  be  no 
strong  life  insurance  companies  maintained  with  a  recognition  of 
"  self-insurance  "  and  cash  surrender  values. 

I  do  not  find  in  the  policies  of  the  solid  old  companies  any  contract  to 
pay  dividends  of  any  sort.  The  contract  was  simply  to  pay  the  sum 
insured  at  death  or  on  some  given  event.  Whatever  surplus  can  be  safely 
returned  should  be  given  in  the  form  of  interest-bearing  additions  to  the 
sum  insured,  and  if  such  additions  were  declared  every  seventh  year  it 
would  be  often  enough  for  all  good  purposes.  Even  here  it  is  difficult  to 
dispute  the  manifestly  apparent  justice  of  the  principle  strongly  advocated 
by  many  experts  that  no  policy  should  be  adjudged  any  profit  until  the  full 
expectation  of  life  is  reached.  Better  even  to  reduce  the  rates  than  to 
return  the  premiums  if  we  want  to  keep  up  strong  organization^. 

Now  in  view  of  the  extent  to  which  governmental  supcrvioion  of  life 
insurance  is  being  multiplied  throughout  all  tiie  states  of  the  union,  and 
the  plans  of  annual  returns  and  annual  valuations  which  are  insisted  on, 
it  would  seem  that  we  are  laboring  against  some  normal  defect  in  the 
whole  jurisprudence  on  the  subject.  The  business  is  no  doubt  *  peculiar,' 
but  it  must  be  also  in  a  very  crude  state  if  all  the  formidable  machinery 
of  so  many  state  departments  is  necessary  in  order  to  keep  it  in  good 
running  order. 

What  has  long  seemed  to  me  to  be  necessary  in  life  insurance,  rather 
than  annual  valuations,  or  even  state  supervision,  is  an  organic  law  that 
would  define  and  regulate  the  movement  of  this  great  scheme  of  life 
insurance.  No  such  law  exists  in  any  of  the  states  as  far  as  I  know 
at  present.  The  general  law  of  New  York  State  merely  creates  a  corpo- 
ration *to  make  insurance  upon  the  lives  of  individuals  and  every 
insurance  appertaining  thereto  and  connected  therewith ;'  without  at  all 
prescribing  how  or  under  what  conditions  such  insurance  is  to  be  carried 
on,  save  so  far  as  the  investment  of  funds  is  concerned.  Cannot  a  law 
be  framed  which  shall  declare  that  the  'net  premium'  established  shall 
be  periodically,  as  it  is  received,  invested  by  the  company  in  certain 
forms  of  security,  and  kept  and  maintained  as  a  reserve  or  re-insuraiue 
fund  distinct  from  all  other  accumulations  of  the  companv.     The  actu- 
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ary  of  every  company  knows  how  much  of  the  premium  he  should  set 
aside  every  year  for  his  reserve;  and  it  seems  to  me  that  the  business  of 
state  supervision  could  be  limited  mainly  to  checking  that  reserve  every 
three  years  in  such  convenient  form  as  might  be  devised,  and  overlooking 
the  general  investments  to  see  that  they  were  according  to  law.  Surely, 
if  the  actuaries  of  the  companies  were  required  to  return  their  accounts 
of  reserve  under  oath,  with  their  registers  of  policies,  there  would  be  no 
need  for  the  immense  array  of  state  actuaries  and  experts  which  must  be 
maintained  under  the  system  now  growing  up.  We  see  that  even  now 
no  state  department  is  able  to  complete  an  annual  valuation  until  the 
better  part  of  the  succeeding  year  has  elapsed,  when  much  of  the  work 
has  become  nugatory  by  changes  and  lapses ;  and  we  can  readily  conjec- 
ture what  the  plan  of  annual  state  valuation  must  come  to  in  the  future, 
assuming  the  increase  of  the  business  maintain  even  a  moderate  ratio 
to  the  4evelopment  of  the  last  decade. 

I  earnestly  hope  that  we  may  all  live  to  see  either  some  such  general 
rule  adopted  for  the  government  of  this  business  amongst  the  states,  or 
one  general  central  national  bureau  established  for  the  supervision  of  the 
companies  of  all  the  states  on  a  settled,  uniform  standard. 

The  question  of  the  true  relation  of  capital  to  liability  hassbeen  much 
discussed  during  your  deliberations.  I  took  occasion  at  one  of  jour 
evening  sessions  to  suggest  that  there  was  a  strange  anomaly  presented 
in  this  state  on  the  subject  of  the  impairment  of  capital*.  I  respectfully 
submit  to  your  consideration  that  our  law  in  relation  to  the  guarantee 
capital  of  life  companies  has  been  too  loosely  interpreted  hitherto.  Under 
the  general  act  of  1853,  which  may  be  taken  as  the  organic  insurance 
statute  of  this  state,  it  was  required  that  a  guarantee  or  capital  stock  of 
$ico,ooo  at  least,  should  be  put  up  and  'deposited  with  the  superinten- 
dent of  the  insurance  department;'  to  be  held  by  him  'as  security  for 
policyholders ;'  and  so  long  as  any  company  should  continue  solvent  '  he 
might  permit  such  company  to  receive  the  interest  on  the  capital.* 

Subsequent  amendments  provided  for  the  relinquishment  of  that  capital 
by  the  superintendent  whenever  all  policy  contracts  made  with  an^ 
citizens  of  the  United  States  were  satisfied,  but  not  before.  Now  it  is 
well  known  that  such  funds  have  been  securely  held  in  the  Insurance 
Department ;  and  yet  it  has  been  permitted  to  be  said  in  official  reports 
and  statements  from  time  to  time,  that  such  capital  has  been  **  impaired;  " 
until,  at  length,  by  the  suspension  of  the  Great  Western  Life  insurance 
company  it  was  proved,  upon  that  assumption,  that  the  whole  capital 
was  exhausted. 

It  is  difficult  to  reconcile  the  law  and  these  facts.  Our  statutes  niade 
no  provision  for  the  impairment  or  the  filling  up  of  life  company  capital, 
nor  did  they  authorize  any  scale  of  waste  for  that  capital,  but  the  laws 
firmly  provided  that  it  should  be  held  by  the  state  until  all  policy  claims 
were  satisfied.  If  the  law  had  been  so  interpreted  by  the  authorities,  it 
would  have  been  imp068ible  for  any  life  company  to  fail  in  the  state.  If 
it  is  even  now  so  interpreted,  all  our  companies  must  remain  forever 
sound  beyond  all  cavil  or  doubt.  If  an  insurance  corporation  does  not 
provide  for  its  expenses,  losses  and  reserve,  out  of  the  premiums  it 
receives,  or  by  means  of  surplus  capital  put  up  above  the  minimum 
amount  required  for  permanent  deposit,  then  such  corporation  is  not 
**  solvent**  according  to  the  true  interpretation  of  our  law;  and  when  the 
reserve,  irrespective  of  any  credit  for  that  deposit  fund,  is  impaired  or 
found  deficient,  then,  with  that  deposit  ever  held  intact,  our  superin- 
tendent should  require  the  deficiency  of  reserve  to  be  filled  up,  or  the 
company  to  discontinue  business. 

It  would  be  truly  fallacious  to  argue  that  where  the  law  prohibited 
the  company  from  touching  more  than  the  mere  interest  of  the  capital,  it 
could  be  assumed  that  the  directors  and  officers  could  go  on  spendingand 
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impainng  that  very  capital  which  they  could  not  touch.  So  far  as  the 
practice  of  our  state  has  misled  other  states  in  this  regard,  it  would  be 
well  that  it  should  be  speedily  reformed.  Our  law,  as  it  now  stands,  is 
strong  enough  to  maintain  all  our  companies  firmly  solvent  for  all  time, 
if  it  is  administered  on  the  principle  of  refusing  all  credit  for  the  deposit 
as  against  the  requisite  reserve.  This  view  of  the  statute  should  set  at 
rest  all  questions  of  '^  impairment,*'  of  capital,  or  *'  liability  **  for  capital 
in  the  asset  account  The  accumulations  of  funds  outside  of  the  deposit 
must  be  kept  sufficient,  or  the  company  ceases  to  be  solvent,  under  the 
true  interpretation  of  our  statute. 

Touching  the  vexed  question  of  **  lapses,"  much  comment  has  been 
made,  and  no  doubt  some  abuse  of  the  business  is  indicated  by  the 
immense  volume  of  policies  returned  as  lapsed;  but  it  is  a  difficult  point 
to  deal  with.  There  is  a  large  percentage  of  waste  in  all  human  effort, 
and  even  in  all  natural  movement.  Lapses  unhappily  prevail  even  in 
religious  affairs,  and  some  of  the  seed  grain  is  wasted  by  the  most  careful 
sower.  You  must  be  careful  how  you  pull  up  the  tares  in  the  life  insur-. 
ance  field,  lest  you  destroy  the  whole  crop.  Future  legislation  may  pro- 
vide for  the  equitable  continuance  of  a  policy  as  long  as  its  net  surrendei 
value  will  warrant;  but  you  would  not  do  well  to  encoura&^e  any  legisla^ 
tion  that  would  make  the  withdrawal  of  premium  optional  with  the  insured. 

So  long  as  life  insurance  depends  on  the  persistent  canvassing  of  agents, 
there  must  be  a  liberal  allowance  made  for  waste  policies,  and  as  the 
business  is  purely  voluntary,  you  may  rely  on  it  you  would  have  very 
little  life  insurance  to  superintend,  if  the  active  work  of  soliciting  agents 
were  discontinued. 

I  have  studied  and  admired  the  careful,  elaborate  reports  of  your  com* 
mittees,  and  especially  that  of  the  committee  on  the  rate  of  interest,  rate  oi 
mortality,  etc.,  which  is  a  masterly  public  document,  and  will  be  highly 
instructive  wherever  it  is  read  and  understood ;  but  I  respectfully  submit 
that  the  prime  function  of  this  convention  is  to  strengthen,  rather  than 
weaken,  life  companies;  and  I  feel  confident  you  will  reject  all  theories 
which  impose  more  difficulties  on  the  conduct  of  the  business,  and  give 
jour  earnest  and  efficient  aid  to  strengthen  the  hands  of  all  honest  man- 
agers of  life  companies  throughout  the  country. 

COMMITTBE  TO  ReVISB   THE   GENERAL   STATUTE. 

The  president  then  appointed  the  following  named  gentlemen 
as  the  committee,  under  the  resolution  of  Mr.  Pillsbury : 

Messrs.  Pillsbury,  of  New  Hampshire,  and  Kelsey,  of  New 
Jersey,  who,  together  with  the  president  and  secretary  of  the  con- 
vention, constitute  the  committee. 

Mr.  Miller,  of  New  York :  I  notice  no  provision  in  this  law  for  the 
repairment  of  impaired  capital  of  fire  or  marine  companies. 

Mr.  Smith,  of  Kentucky :  Yes,  there  is.  It  is  in  that  part  that  was 
brought  in  this  morning.  It  requires  it  to  be  filled  up  within  sixty  days, 
and  if  it  is  not  done  they  will  stop  there. 

Mr.  Miller  :  That  is  all  very  well,  so  far  as  the  state  and  company  are 
concerned ;  but  there  needs  to  be  a  provision  then  that  will  affect  the 
stockholders,  so  that,  when  that  requisition  is  made  by  the  commissioner 
upon  the  company,  and  the  stockholders  fail  to  respond,  the  directors 
have  the  power  to  cut  it  down.  They  have  no  power  over  the  stock- 
holder, and  cannot  cut  it  down  unless  you  have  a  provision  in  the  law 
somewhat  similar  to  that  in  the  present  New  York  statute.  They  cannot 
do  this  voluntarily,  unless  it  is  provided  for  in  the  charter  that  they  may 
call  upon  a  stockholder  to  pav  up.  I  think  we  ought  to  have  it  in  this 
law.    If  you  do  not,  I  am  afraid  these  companies  will  be  left  without  a 
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I'emedy,  if  the  states  go  on  and  pass  that  law  without  there  being  any 
provision  to  that  effect  in  it.  Under  the  law,  as  it  now  is,  if  a  company 
has  its  capital  impaired  twenty  per  cent,  we  have  no  power  over  refrac- 
tory stockholders,  and  they  could  stand  in  the  way,  and  not  pay  up.  It 
is  a  practical  question,  and  I  will  make  a  motion  for  the  instruction  of 
the  committee ;  because  I  hope  the  committee  will  limit  themselves  to 
the  questions  distinctly  acted  upon  by  the  convention.  I,  therefore  move 
that  the  necessary  provision  to  enable  companies  to  reach  their  stock- 
holders in  the  way  spoken  of,  be  included  by  this  committee. 

Seconded  by  Mr.  Row,  of  Michigan,  and  carried. 

Election  of  Officers. 

On  motion  of  Mr.  Gaines,  of  Louisiana,  the  convention  then 
proceeded  to  the  election  of  permanent  officers,  with  the  fol- 
lowing result : 

President — George  W.  Miller,  superintendent  of  the  Insurance  Depart- 
mnet  of  New  York. 

Vice-President — Llywellyn  Breese,  Secretary  of  State,  Wisconsin. 

Secretary — Henry  S.  Olcott,  Counsellor  at  Law,  New  York  city ;  all  of 
whom  were  unanimously  re-elected. 

On  motion,  Messrs.  Kelsey.  of  New  Jersey,  Bacon,  of  Mis- 
sissippi, and  Row,  of  Michigan,  were  appointed  as  a  committee 
to  conduct  the  president  elect  to  the  chair. 

Remarks  of  Mr.  Miller. 

Gentlemen  of  the  convention :  You  have  patiently  and  industriously 
devoted  yourselves  to  the  g^eat  questions  which  have  been  before  you  for 
consideration.  You  have  nearly  completed  the  work  which  you  have  in 
hand  for  this  session.    The  hour  of  your  adjournment  approaches. 

Among  the  last  of  your  acts,  as  I  am  informed,  you  have  seen  fit  to  re- 
elect me  to  the  position  which  I  have  so  i  nefficiently  filled  during  the  two 
sessions  of  this  convention.  For  this  mark  of  your  respect  and  confidence^ 
but  more  than  that,  for  this  mark  of  your  approval  of  the  enterprise 
which  I  have  been  but  the  humble  instrument  of  inaugurating,  I  return 
you  my  cordial  thanks. 

When  this  convention  first  assembled,  I  pretty  fully  stated  my  views  in 
regard  to  the  project.  I  have,  from  time  to  time,  encroached  upon  your 
attention,  and  perhaps  wearied  your  patience  with  my  remarks.  If  I 
have  done  so  more  than  seemed  proper  or  decorous  in  a  presiding  officer, 
it  was  only  because  I  felt  the  deepest  possible  interest  in  the  results  of 
your  deliberations.  I  have  endeavored,  gentlemen,  to  rid  myself  of  pre- 
judices, of  all  preconceived  opinions,  and  to  listen,  and  to  consult  and 
deliberate  with  you  upon  all  the  questions  which  have  come  before  us,  for 
the  good  of  the  people.  If  I  have  expressed  views  which  indicate  any- 
thing else,  I  have  failed  to  represent  the  feelings  which  move  me.  I  have 
no  earthly  object  in  view  in  this  matter,  except,  so  far  as  in  my  humble 
power  lies,  to  promote  the  general  welfare  of  the  millions  of  people  who 
are  interested  m  the  vast  enterprise  of  insurance. 

I  feel  now,  more  sensibly  than  I  ever  felt  before,  the  great  value  of  that 
assistance,  that  cordial  co-operation  which  you  have  rendered  this  enter- 
prise. 

When  I  look  upon  the  two  sessions,  the  second  of  which  is  about 
closing,  I  am  reaUy  astonished  at  the  results  which  have  been  accom- 
plished.   I  am  astonished  to  find  and  to  realize  at  this  moment  that  so 
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many  gentlemen,  meeting  for  the  first  time  in  their  lives — so  many  men 
of  broad,  comprehensive  and  most  intelligent  views  upon  this  and  all 
subjects  of  political  economy  and  commercial  relations  between  states 
and  peoples — are  about  to  go  to  their  homes,  as  I  believe,  bound  together 
with  feelings  of  the  kindliest  nature,  and  those  which  will  last  through 
the  remaining  years  of  their  lives.     [Applause.] 

If  we  had  accomplished  no  other  results,  gentlemen,  I  believe  we  would 
all  treasure  recollections  of  these  two  sessions  of  our  convention,  as  plea- 
sant, and  that  we  would  be  satisfied  that  we  had  not  wasted  the  time  that 
we  have  spent  in  our  deliberations. 

But  I  do  not  stop  here ;  I  look  forward,  gentlemen,  not  so  much  to  the 
immediate  as  to  the  ultimate  results  of  our  labors.  In  this  magnanimous 
spirit  of  concession,  the  broad  and  liberal  views  the  eentlemen  have  been 
disposed  to  take,  the  kindly  manner  in  which  every  delegate  has  received 
the  views  of  every  other,  upon  every  subject  that  has  come  up,  is  given 
the  great  assurance  that  the  results'  are  to  reach  forward  through  ages 
and  ages  of  the  future  existence  of  our  country.  You  cannot  tell  gentle- 
men, what  may  come  from  this,  let  him,  who  may,  try  to  dwarf  or 
depreciate  the  results  of  this  convention.  I  believe  that  future  genera- 
tions will  commend  you  for  the  part  you  have  taken  in  it. 

Although  1  stated  in  the  first  remarks  I  made  to  you  as  an  assembled 
body,  that  there  was  great  danger  that  this  matter  of  supervision  would 
be  overdone,  and  that  our  companies  might  be  supervised  even  to  death, 
I  believe  that  the  comprehensive  views  which  you  take  of  this  subject 
will  limit  you,  and  will  have  the  effect  to  limit  all  the  states  of  this 
Union,  to  the  legitimate  sphere  of  supervision,  and  that  j^ou  will  not  go 
beyond  it  and  involve  in  any  hazard  the  companies  which  ought  to  be 
encouraged  or  sustained. 

As  I  said  before,  you  have  listened  patiently  to  long  speeches,  and  I 
have  none  to  make.  Let  the  records  of  our  proceedings  speak  for  them- 
selves. It  is  sufficient  for  me  to  know  that  you  have  met  together  in  such 
large  numbers ;  that  almost  all  the  old,  and  a  ^reat  many  of  the  newer 
states — ^I  use  the  words  **old"  and  **new"  in  this  connection  with  refer- 
to  the  time  that  a  state  has  had  its  attention  attracted  to  the  subject  of 
insurance — have  come  together,  to  the  number  of  twenty-nine  represen- 
tatives, and  calmly  deliberated  upon  these  subjects.  And  now  that  this 
has  been  done,  I  congratulate  you  that  already,  in  these  two  short 
sessions,  we  have  agreed  with  great  unanimity — almost  total  unanimity — 
upon  some  of  the  gravest  subjects  which  have  agitated  the  insurance 
world  from  the  very  beginning  of  the  history  of  this  subject  down  to  the 
present  time.  We  may  have  committed  errors ;  If  so,  gentlemen,  we  are 
open,  I  trust,  as  we  have  been,  to  argument  and  to  conviction,  and  we 
propose  to  come  together  again,  and  if  we  are  convinced  that  we  have 
done  anything  wrong,  we  will  try  to  remedy  it. 

But  we  have  already  agreed  with  this  great  unanimity  upon  what? 
Upon  uniform  and  simplified  forms  of  statements  which  shall  be  received 
by  each  and  every  state,  from  all  the  companies  of  the  country;  upon  a 
basis  of  valuation  for  estimating  the  policy  liabilities  of  fire,  marine,  and 
life  insurance  companies,  which  shall  be  uniform  throughout  the  states 
of  the  Union.  We  have  agreed  upon  the  great  essential  principles  and 
provisions  which  should  be  incorporated  in  a  law,  to  be  enacted  by  all 
the  states.  We  have  ag^ed  more  than  this,  eentlemen,  upon  that  great, 
that  noble  spirit  or  reciprocity  which  should  govern  us  all  as  states, 
north,  south,  east  and  west — a  reciprocal  good  will  and  confidence  in  the 
action  of  each  other.     [Applause.] 

Now,  gentlemen,  it  has  given  me,  I  must  confess,  infinite  pleasure  to 
take  by  the  hand  here,  not  only  gentlemen  from  the  surrounding  states 
about  this  great  metropolis,  but  those  who  have  evinced  their  great  inte- 
rest in  the  subject  by  traveling  thousands  of  miles  from  the  far  west; 
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those  who,  at  great  sacrifice  of  time  and  labor,  have  come  from  the  sunny 
south,  yet  laboring  under  the  disadvantages  growing  out  of  the  recent 
troubles.  I  say  I  have  taken  these  gentlemen  by  the  hand  with  great 
gratification;  and  think  that  our  coming  together  must  result  in  good 
not  only  now  but  forever  hereafter.  I  hope  that  more  meetings  like  this 
may  take  place,  that  more  of  the  fraternal  feeling  which  has  been  evinced 
in  this  convention,  may  be  shown  in  all  the  relations  which  hereafter 
exist  between  the  different  states  of  this  Union.     [Applause.] 

Again  thanking  you  for  your  kindness,  for  your  patient  endurance  of 
many  imperfections  as  a  presiding  officer,  which  no  man  feels  more 
sensibly  than  I,  and  thanking  you  for  conferring  upon  me  again  this 
unmerited  compliment,  I  beg  to  bid  you  Grod-speed  to  your  respective 
homes.     [Great  applause.] 

Remarks  op  Mr.  H.  S.  Olcott. 

Mr.  President  and  gentlemen  of  the  convention : — I  am  not  usually 
abashed  upon  being  called  to  respond  upon  occasions  of  a  public  nature. 
But  I  confess  that  I  feel  myself  at  the  present  time  wanting  in  words  to 
express  my  thankfulness  K>r  this  mark  of  your  esteem  and  confidence. 
For  a  person,  who  but  a  few  months  ago  was  entirely  ignorant  of  the 
subject  upon  which  your  deliberations  have  been  held,  to  have  performed 
the  duty  confided  to  him  as  secretary  of  this  body,  in  such  a  manner  as  to 
have  gained  the  esteem  of,  and  given  satisfaction  to,  the  insurance  officers 
of  all  the  states,  is  something  of  which  any  one  might  be  proud. 

But  I  feel  particularly  grateful  to  you  for  your  action,  because,  for  some 
reason — I  know  not  what — since  I  became  secretary,  some  cowardly  assas- 
sins of  character  have  attempted  in  a  covert  way  to  injure  me  in  your 
good  esteem.  Since  the  convention  met  last  May,  certain  journals  have 
made  base  assaults  upon  me,  and  I  have  been  informed  that  copies  con- 
taining those  assaults  have  been  anonymously  sent  to  you,  probably  in 
the  hope  that  it  might  prejudice  me  in  your  good  opinion.  When  I  heard 
f'his,  I  felt  that  I  ought  to  tender  you  my  resignation  as  secretary  of  the 
convention,  so  that  you  might  be  entirely  free  to  select  any  one  else  to 
fulfill  the  duties  of  the  office.  But  now  that  you  have  been  so  kind  as  to 
unanimously  re-elect  me,  I  feel  that  I  have  not  lost  in  your  confidence, 
and  I  accept  the  office  with  many  thanks.  I  do  so,  also,  because,  inde- 
pendent of  all  personal  considerations  such  as  I  have  mentioned,  I  feel 
that  for  the  first  time  in  my  life  I  have  been  brought  face  to  face  with  a 
grand  subject,  which  is  worthy  of  all  the  talent  and  all  the  industry  and 
all  the  conscientious  attention  which  any  man  can  give  it.  And  if,  in 
any  manner  however  humble,  I  may  be  able  to  contribute  to  bring  about 
between  the  different  states  a  comity  of  action,  a  mutual  reciprocity  on 
the  subject  of  insurance,  it  will  be  something  that  I,  and  my  children  after 
me,  can  recall  with  feelings  of  pride. 

I  can  only  say  that  the  responsibilities  which  have  devolved  upon  me 
in  consequence  of  the  absence  of  our  president  in  Europe,  have  been 
fulfilled  according  to  my  best  judgment.     I  have  always  tried  to  remem- 
ber that  this  convention  was  not  organized  or  conducted  in  the  interest  of 
any  one  company,  or  any  one  scheme  of  insurance.    And,  however  much 
my  preferences  may  have  been  enlisted  in  behalf  of  the  gentlemen  con- 
nected with  companies  representing  one  or  the  other  of  these  ideas,  I 
have  tried  to  do  equal  justice  to  all,  and  to  keep  the  convention,  as  a 
body,  free  from  all  taint  of  personal  bias  or  suspicion  of  unfairness. 
Such  shall  be  my  endeavor  in  the  future,  and  I  hope  that  when  we  come 
together  at  the  next  meeting  you  will  be  able  to  renew  to  me  the  expres- 
sions of  confidence  which  you  have  given  to  me  on  this  occasion.     And  I 
assure  you  that,  however  mnch  I  may  err  in  judgment  in  what  I  do, 
you  will  not  find  me  unfaithful  to  the  trust  you  have  reposed  in  me. 
[Applause.] 
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Mr.  Bacon,  of  Miss. :  I  move  that  the  convention  direct  that  one 
thousand  copies  of  the  abstract  report  of  to-daj*s  proceedings,  including 
the  remarks  of  the  president  and  secretary,  be  printed  for  the  use  of  the 
convention. 

There  are  points  which  the  president  has  made  in  that  address  that 
will  be  read  by  thousands  of  people  who  will  never  have  access  to  our 
voluminous  report,  or  if  thej  do,  will  not  read  it.  There  are  thousands 
of  men  all  over  the  country,  and  especially  in  the  North,  who  would  read 
a  little  abstract  of  that  kind  with  an  address  at  the  end  of  it,  who  would 
not  read  a  more  voluminous  statement.  A  great  deal  of  the  object  of 
this  convention  has  been  included  as  in  a  nutshell  in  the  address  of  the 
president;  and  it  is  for  that  reason  that  I  make  the  motion. 

Mr.  Olcott  (representative  of  the  auditor  of  Alabama) :  As  repre* 
sentative,  temporarily,  of  one  of  the  states  in  this  convention,  I  reply  to 
the  gentleman  from  Mississippi  by  saying,  that  it  was  my  intention  not 
to  publish  the  abstract  report  of  to-day  until  the  day  after  to-morrow, 
and  if  there  is  no  objection,  I  will  have  it  prepared  in  accordance  with 
the  suggestion  of  the  gentleman  from  Mississippi  (Mr.  Bacon^. 

It  is  now  my  melancholy  duty  to  announce  to  you  that  I  received  yester- 
day a  communication  from  His  Excellency  the  Governor  of  Connecticut, 
stating  that  Hon.  George  S.  Miller,  the  newly  appointed  Commissioner 
of  Insurance  in  that  state,  who  had  taken  such  a  deep  interest  in  the 
progress  of  this  convention,  and  looked  forward  with  pleasure  to 
being  with  us  and  participating  in  our  proceedings,  is  lying  at  the  point  of 
death,  and  the  governor  did  not  think  he  would  survive  until  this 
morning.  He  informed  me  that  the  commissioner  since  his  appointment 
had  so  devoted  himself  to  the  duties  of  his  office,  and  had  so  endeavored 
to  inform  himself  upon  the  subject  of  insurance  generally,  and  to 
prepare  himself  to  take  an  active  part  in  our  proceedings,  that  he  had 
overtasked  himself  as  to  become  prostrated  with  a  sort  of  nervous  or 
typhoid  fever  endangering  his  life. 

Mr.  Harvby,  of  Illinois :  Mr.  President,  on  behalf  of  the  committee 
that  was  appointed  this  morning  to  adjust  the  mortality  table,  below  the 
age  of  ten,  I  will  say  that  I  have  prepared  an  adjustment,  but  prefer,  if 
acceptable  to  the  convention,  to  make  a  report,  at  some  subsequent  time, 
to  the  secretary,  and  to  have  it  entered  upon  the  proceedings. 

The  Prbsidbnt  :  If  there  is  no  objection,  the  committee  will  be  allowed 
to  hand  their  report  to. the  secretary. 

Mr.  Williams,  of  Ohio:  I  notice  present  some  fire  insurance  men,  and 
1  would  like  to  have  a  word  from  some  of  them,  especially  from  the 
very  distinguished  president  of  the  Continental. 

Mr.  Hope  was  called  for,  and  he  addressed  the  convention  as  follows : 

Rkmarks  of  Mr.  George  T.  Hope. 

Mr.  President  and  Gentlemen  of  the  Convention  :  I  came  here  a 
few  minutes  ago  because  I  supposed  you  would  not  continue  much  longer 
in  session,  and  I  desired  to  look  at  your  faces  again  before  your  adjourn- 
ment and  separation.  Many  of  you  I  learned  to  know  and  esteem  at  the 
first  session  of  this  convention.  It  would  have  pleased  me  much,  if  I  had 
been  able  to  fulfill  my  intention  of  spending  many  hours  in  this  room 
during  your  sessions.  The  duties  growing  out  of  the  Chicago  fire,  which 
still  saddens  the  whole  country,  have  deprived  me  of  this  anticipated 
gratification,  and  the  same  cause  has  prevented  so  many  others  of  the 
insurance  fraternity  of  this  city  from  attendance  here,  that  you  have  been 
left  entirely  to  your  own  suggestions,  as  well  as  to  your  own  conclusions. 
The  wise  independence  of  your  action  at  the  first  session  has  not  only 
been  carried  out  at  the  present  session,  but,  so  far  as  I  know,  you  have 
not  had,  at  this  time,  a  single  prompting,  in  any  direction,  from  ah  officer 
of  any  insurance  company.     Through  your  courteous  invitation,  several 
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of  us  appeared  at  the  earlier  session  and  read  papers,  which  I  am  conii< 
dent  were  well  calculated  to  be  of  advantage  to  the  convention,  to  the 
companies,  and  to  the  community ;  but  during  this  session  duties  more 
imminent,  if  not  more  important,  have  occupied  the  time  of  the  firQ 
insurance  officers. 

I  do  not  know,  therefore,  what  you  have  done,  but  I  feel  sure  you  have 
done  well  and  wiselj.  The  conclusion  was  fixed  in  my  own  mind  and  in 
the  mind  of  everj  other  insurance  officer,  so  far  as  I  know,  at  the 
close  of  the  first  session,  that  a  matter  had  been  inaugurated  here  which 
was  to  be  of  grater  importance  to  the  United  States  of  America  than 
anything  else  which  has  been  started  for  years.  You  were  here  to  study 
a  business  in  which  each  individual  in  the  country  is  interested ;  and  it 
became  entirely  clear  that  the  course  you  would  pursue  was  one  that 
knew  no  metes  or  bounds  or  measurements  of  state  lines,  and  that  your 
disposition  was  to  take  such  course  as  would  be  for  the  highest  good  of 
all  the  people,  and  at  the  same  time  to  afford  to  the  companies  the  greatest 
facilities  consistent  with  the  security  of  the  parties  of  whose  interests  you 
are  the  custodians. 

Now,  I  say  that  I  don't  know  what  you  have  done,  but  I  am  as  sure 
that  you  have  done  right,  and  that  the  result  is  to  be  for  good,  as  I  am 
sure  that  you  sit  here  listening  to  me  at  this  moment.  This  became  certain  * 
from  the  action  of  the  convention  at  the  prior  session,  and  therefore  I  am 
rejoiced  that  you  have  resolved  yourselves  into  a  permanent  body.  You 
have  organized  an  institution  which  is  to  run  on,  so  that  if  any  lapse  shall 
have  occurred  now,  you  will  have  an  opportunity  twelve  months  hence  to 
correct  it,  so  that  we  shall  have  in  these  United  States,  before  long, — 
indeed  we  have  got  it  now, — the  best  system  of  insurance,  as  well  as  the 
best  insurance  companies,  on  the  face  of  the  globe.  And  good  as  they  are, 
and  have  been, — and  that  they  are  good  the  fact  that  they  have  lost,  some 
a  half  million,  others  a  million,  others  three  millions,  and  others 
four  millions  by  this  fire,  and  yet  are  ready  to  stand  up  and  continue 
their  business,  clearly  establishes;  but  good  as  they  are,  I  am  convinced 
that  your  action  will  make  the  companies  of  this  country  able  in  time  to  pay 
ten  millions  each  and  still  to  stand  erect.  The  companies  ask  you  to  take 
that  position  which  shall  serve  to  make  them  strong,  using  whatever  of 
gentleness  the  present  exigency  may  require  towards  many  of  them, 
towards  those  whose  losses  are  the  result  of  legitimate  business,  and 
you  will  find  these  companies  promptly  arising  with  renewed  and 
increased  strength ;  and,  under  the  influence  of  this  convention,  they  are 
bound  to  go  on  accumulating  and  accuihulating,  until  there  cannot  burn 
on  earth  a  fire  that  can  sweep  them  out. 

Gentlemen,  I  trust  you  will  have  a  happy  time  in  getting  to  your  homes. 
I  trust  when  you  come  here  again,  that  we  shall  have  no  Chicago 
fire  to  keep  our  officers  constantly  in  their  places  of  business  ;  but  that 
we  shall  be  ready  to  see  you,  to  listen  to  you,  and  to  know  more  of  you 
than  we  have  known  before.  The  insurance  companies  are  glad  you  have 
met — are  glad  to  submit  to  any  wholesome  restraint  that  you  may  place 
upon  them,  and  they  believe  that  the  interests  of  the  whole  country,  in 
this  important  matter,  is  best  subserved  by  such  an  organization  as  you 
have  made.     [Applause.] 

The  President  then  announced  as  the  committee  under  the 
resolution  of  Mr.  Fackler,  in  regard  to  the  best  method  of  super- 
vising companies,  Messrs.  Fackler,  Augustus  F.  Harvey,  and 
Row. 

Mr.  Harvby,  of  Illinois,  moved  and  put  to  vote  a  resolution  of 
thanks  to  Mr.  Miller,  the  president,  for  the  very  able  manner  in 
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which  he  had  presided  over  the  proceedings  of  the  convention, 
which  was  carried  unanimously. 

On  motion  of  Mr.  Smith,  of  Kentucky,  the  convention  then 
adjourned  tmtil  the  third  Monday  in  October,  1872. 
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APPENDIX. 


REPORT  OF  THE  COMMITTEE 


ON 


Rate  of  Interest,   Rate  of  Mortality, 


VALUATIONS,     ETC 


TO  THE  NATIONAL  INSURANCE  CONVENTION, 


Mr.  President  and  Members  of  the  Convention  :  Your 
committee,  to  whom  was  referred  the  duty  of  recommending  a 
table  of  mortality  and  rate  of  net  interest  to  be  designated  by  law 
in  all  the  states,  as  the  basis  upon  which  to  make  calculations  of 
net  fYemiums  and  net  values  of  life  insurance  policies;  and  the 
method  by  which  these  calculations,  including  that  of  surrender 
value,  should  be  made,  in  order  to  obtain  practically  correct  and 
thoroughly  tmiform  results  in  the  insurance  departments  of  the 
several  states;  to  describe  by  suitable  names  the  various  kinds  of 
life  insurance  policies,  and  to  report  upon  the  subject  of  reinsurance 
reserves  for  fire  and  marine  risks,  reported  progress  the  day 
this  convention  adjourned,  in  June  last,  and  submitted  certain 
communications  which  were  subsequently  published  in  the  proceed- 
ings and  laid  before  the  members.  We  quote  the  two  following 
pertinent  extracts  from  these  proceedings  as  expressing  our  views 
upon  the  subjects  therein  referred  to  :  ' 

"  The  true  object  and  aim  of  governmental  supervision  should  be 
to  afford  the  fullest  protection  to  the  public  with  the  least  possible 
annoyance  or  expense  to,  or  interference  with,  the  companies. 
To  see  to  it  that  the  companies  possess  and  maintain  the  means  and 
ability  to  fully  respond  to  their  obligations  rather  than  to  assume 
to  dictate  their  details  or  terms."     (Miller,  p.  7.) 

"The  primary  duty  of  the  members  of  this  convention  is  to  the 
public.  Whatever  is  really  adapted  to  promote  the  public  good  will 
be  to  the  advantage  of  every  well-conducted  insurance  company." 
(Hope,  p.  30.) 


In  fire  insurance,  unfortunately  for  the  best  interests  of  the 
panies  and  the  insured,  "  we  have  as  yet  no  well-tried  tables  of 
mortality,"  and  therefore  the  state  does  not  assume  to  designate  the 
lowest  rate  of  net  premiums  for  fiie  insurance,  and  only  proposes 
to  require  the  companies  to  maintain  the  means  to  comply  with  their 
contracts  on  the  original  terms  thereof. 

^T)  many  of  the  states,  a  table  of  mortality  and  rate  of  interest  are 
designated  by  law  as  the  basis  upon  which  to  make  calculations 
of  net  values  in  life  insurance,  and  the  states  assume  to  say  that  no 
corporation  created  by  their  authority  shall  insure  lives  at  rates  of  net 
values  less  than  called  for  by  the  established  standard  of  safety ; 
and  to  this  extent  the  state  dictates  the  tenns  of  life  insurance 
contracts  and  establishes  the  standard  of  legal  solvency. 

Your  committee  have  now  the  honor  to  make  the  following  report 
and  recommendations  in  reference  to  the  reinsurance  reserve  that 
should  be  held  by  fire  and  marine  and  inland  insurance  companies. 

On  marine  and  inland  navigation  risks,  the  whole  of  the  premiums 
received  on  all  unexpired  risks  should  be  charged  as  a  liability  and 
held  as  an  insurance  reserve.  Fifty  per  cent  of  the  premiums  received 
on  unexpired  fire  risks,  having  one  year  or  less  to  run,  and  ^.pro  rata 
of  the  premiums  on  fire  policies  having  more  than  one  year  to 
run,  should  be  charged  as  a  liability,  or  reinsurance  reserve ; 
provided  that  the  fire  reinsurance  reserve  shall  not  be  less  than  forty 
per  cent  of  the  premiums  received  during  the  year. 

We  have  found  no  data  upon  which  to  designate  what  the  rate  of 
premium  for  fire  and  marine  insurance  ought  to  be,  in  all  cases,  in 
order  to  enable  the  company  to  carry  out  its  contracts ;  but  we  have 
concluded  to  incorporate  in  this  report  some  general  facts  bearing 
upon  this  subject,  leaving  the  question  of  rate  of  premium  to  be  at 
present  decided  between  the  companies  and  the  insured. 

The  statement  is  made  by  high  authority  that  "  The  rates  charged 
by  diflferent  companies  differ  materially ;  and,  as  a  rule,  the  weaker  a 
company  is,  the  lower  are  its  charges  for  insuring."  This  fact,  taken 
in  connection  with  the  great  variety  of  classes  and  rates  of  risks  in 
any  one  company,  owing  to  the  more  or  less  perishable  nature  of  dif- 
ferent kinds  of  property,  has  resulted  in  the  opinion  that  **  The  great 
unsolved,  and,  in  the  present  condition  of  statistics,  unsolvable  prob- 
lem, (in  fire  insurance,)  is  the  true  and  necessary  amount  to  be  re- 
tained as  a  reinsurance  fund."  Again,  it  is  stated,  "  There  have 
nevftr  been  any  mortality  tables  made  up  from  the  combined  expe- 
rience of  fire  companies.     The  materials  therefor  have  not  been 
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deemed  congruous  by  those  who  have  classified  them.  In  point  of* 
(act,  one  company  may  be  actually  charging  rates  that  yield  a  hand- 
some profit,  and  another  may  be  doing  the  opposite ;  but  there  is  no 
accepted  standard ;  and  we  will  be  compelled  to  leave  the  question 
of  the  adequacy  or  inadequacy  of  rates  charged  by  particular  com- 
panies for  the  logic  of  events  to  decide,  and  assume  that  they  are  cor- 
rect for  the  piloses  of  calculating  reserves." 

It  may,  however,  be  assumed,  as  an  approximate  general  rule,  that 
the  average  of  fire  premiums  to  the  amount  insured  is  not  far  fi-om 
<»e  per  cent  That  is,  for  $ioo  insured,  $i  is  paid  in  premiums. 
That  of  every  dollar  paid  in  premiums  sixty  cents  go  to  pay  losses, 
thirty  cents  to  pay  expenses,  and  ten  cents  to  produce  profits. 

All  persons  connected  in  any  way  with  fire  insurance  should  con- 
standy  remember  that  ^  the  oscillations  of  loss  firom  this  average,  in 
different  years,  is  feaifiil ;  and  the  oscillations  of  loss  of  individual 
companies  in  various  years  is  far  greater  than  the  oscillations  of  the 
average  of  companies." 

It  should  never  be  forgotten  that  one  great  fire  may  irretrievably 
bankrupt,  in  a  few  hours,  any  fire  insurance  company  that  allows  its 
risks  to  accumulate  within  the  limits  of  *'  a  sweeping  conflagration." 

In  addition  to  the  fire  reinsurance  reserve  fund  above  named,  it  is 
deemed  to  be  prudent  and  wise  that  fire  companies  should,  as  rapidly 
as  practicable,  accumulate  an  extra  reserve  fimd.  This  will  make  the 
companies  "  stronger  and  more  trustworthy."  To  provide  this  extra 
reinsurance  fund,  in  addition  to  that  designated  by  law,  it  is  recom- 
mended that  no  dividend  greater  than  lo  per  cent  for  any  one  year 
shall  be  made  upon  the  full  paid  cash  capital  until  after  the  reinsur- 
ance fund  is  equal  to  the  whole  amount  of  premiums  received  on  all 
unexpired  fire  risks.  And  it  will  be  recognized  by  policyholders  as  a 
wise  and  commendable  business  rule  for  large  companies  to  still  fur- 
ther increase  their  extraordinary  reserve  in  times  of  prosperity,  that 
they  may  the  more  safely  encounter  the  storm  that,  sooner  or  later, 
will  come  to  test  their  soundness  and  strength.  It  is  recommended, 
in  order  to  facilitate  examinations  of  fire  insurance  companies  by  state 
supervisory  officers,  that  the  companies  be  required  to  keep  books  of 
expiration,  so  that  at  any  time  the  unexpired  risks  can  be  at  once  de- 
termined and  the  legal  reinsiu*ance  reserve  known,  {a) 

Mr.  President  :  Before  presenting  the  life  insiu*ance  part  of  the 
report  of  the  committee  of  which  I  am  chairman,  I  desire  to  occupy 
the  attention  of  the  convention  by  making  a  few  preliminary  re- 
marks. 


Professor  Elkur  Wright,  in  the  introduction  to  the  first  edition 
of  his  valuation  tables,  published  in  1853,  states  it  is  important 
that  the  principles  of  life  insurance  should  be  generally'  understood, 
and  especially  that  its  practice  should  be  reduced  to  the  range  of 
ordinary  mathematical  ability.  He  says  in  the  same  connection, 
"  The  hieroglyphic  vail  which  concealed  from  the  common  herd  the 
learning  of  the  ancient  £g)rptian  priesthood  was  thin  ;  and  that 
which  renders  a  priesthood  of  professional  actuaries  necessary  for  the 
safe  conduct  of  modem  life  insurances  is  not  thick.  The  more  care- 
fully, then,  must  it  be  preserved  by  those  who  have  it  for  a  livelihood. 
In  Great  Britain,  it  is  well  cared  for  by  a  society  of  able  actuaries, 
who,  as  if  nothing  had  been  settled,  vastly  magnify  the  importance 
of  further  scientific  observations  to  ascertain  the  law  of  the  decre- 
ment of  human  life,  and  original  mathematical  investigations  to  pro- 
duce new  formulas  to  govern  its  application Indeed, 

it  is  not  to  be  expected  that  men  who  enjoy  honor  and  emolument 
from  being  considered  the  exclusive  depositaries  of  a  science  so  use- 
ful to  the  world,  should  so  popularize  and  simplify  it  as  to  remove 
the  bread  from  their  own  mouths  and  the  glory  from  their  own 
wigs." 

In  the  above-quoted  remarks,  Professor  Wright  evidently  alluded, 
at  that  time,  to  English  actuaries.  How  far  what  he  said  then  may 
now  apply  to  the  existing  state  of  information  on  this  subject  in  the 
United  States,  the  general  public  can  judge  for  themselves,  by  each 
person  asking  himself  how  much  he  knows  even  of  the  principles 
upon  which  the  calculations  of  money  values  in  this  already  gigantic 
business  are  founded.  My  own  opinion  is  that,  with  the  single  excep- 
tion of  Professor  Wright,  no  actuary  in  this  country  has  made  a  real 
and  well-directed  effort  "to  popularize  and  simplify"  the  subject. 
And  I  further  believe  that  intelligent  men  are  generally  wofully  igno- 
rant of  the  fundamental  principles  that  govern  the  calculation  of 
money  values  pertaining  to  "  this  mammoth  institution  of  the  age," 
"  this  great  financiering  speculation,  which  has  so  recently,  as  it  were, 
flooded  almost  the  entire  continent." 

When  he  was  insurance  commissioner  of  Massachusetts,  Professor 
Wright,  in  his  report  of  1859  to  the  legislature,  explained  in  part  the 
simple  elementary  principles  which  lie  at  the  foundation  of  the  theoiy 
upon  which  these  calculations  are  made.  He  continued  the  subject 
in  an  appendix  to  his  published  reports ;  but  he  stopped  too  soon 
writing  in  the  style  of  his  report  for  1859,  as  will  readily  be  seen  by 
an  uninitiated  but  educated  man  who  will  take  the  trouble  to  read 


the  discussion  of  the  subject  of  **  valuation  of  policies,"  page  364,  of 
Commissioner  Wright's  published  official  reports. 

The  Hon.  Albert  W.  Paine,  commissioner  of  insurance  for  the 
state  of  Maine,  in  a  letter  addressed  to  me,  dated  July  12th,  187 1, 
says,  "  If  you  succeed  in  stripping  the  subject  of  its  *  mysteries  *  so 
as  to  address  itself  intelligibly  to  the  common  mind,  you  will  effect  a 
gn:at  end.  No  subject,  of  so  general  interest,  so  much  needs  the 
pruning  hand  of  a  reformer  as  this  very  one  of  life  insurance.  The 
kernels  of  wheat  are  covered  over  deeply  with  the  bushels  of  chaff, 
and  he  who  succeeds  in  winnowing  them  out  will  do  a  great  ser- 


vice." 


I  received  letters  of  similar  import  from  other  members  of  this  con- 
vention. The  Hon.  George  M.  Brinkerhoff,  insurance  commis- 
sioner of  Illinois,  a  member  of  this  committee,  under  date  July  15th, 
187 1,  said,  "  Make  out  report  as  you  propose,  beginning  at  A  and 
winding  up  at  Z  ;  taking  a  plain  common  sense  road,"  "  and  don't 
turn  off  into  the  *  hazy,  mystic  mazes '  of  the  near-by  wilderness." 

And  the  other  member  of  this  committee,  the  Hon.  Oliver  Pills- 
bury,  insurance  commissioner  of  New-Hampshire,  in  a  letter  dated 
August  10th,  187 1,  says,  "  I  hope  you  will  try  your  hand  as  you  in- 
timate your  purpose  to  do.  The  people  need  light.  .  .  .  The 
immense  pecuniary  interest  now  attached  to  the  subject  invites  atten- 
tion, and  the  times  are  favorable  for  the  dissemination  of  informa- 
tion." 

Without  further  preamble,  I  now  have  the  honor  to  submit  to  the 
convention  that  part  of  the  report  of  the  committee  which  refers  to 
life  insurance  ;  and  I  ask  that  it  be  read  by  the  secretary. 

LIFE  INStJRANCE,  NET  VALUES,   ETC, 

Your  committee  are  impressed  with  the  present  great  necessity  for 
conrect  and  definite  public  information  in  regard  to  this  important  and 
rapidly  increasing  business.  This  report  has  been  made  elementary 
and  comprehensive,  not  so  much  for  the  purpose  of  giving  informa- 
tion to  the  members  of  this  convention,  as  for  the  purpose,  through 
them,  of  reaching  the  law-making  power  in  the  respective  states,  and 
the  people  (or  policyholders)  thereof.  The  president  of  the  leading 
life  insurance  company  in  this  country  (believed  to  be  the  largest 
company  in  the  world)  says,  in  a  communication  addressed  to  the 
chairman  of  this  committee,  published  in  the  official  proceedings  of 
this  convention,  **  The  business  of  life  insurance  is  now  on  trial  be- 
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fore  the  American  public,  and  its  verdict  will  greatly  depend  upon  the 
course  marked  out  for  it  by  your  convention."  He  further  says, 
"  Most  of  the  very  important  points  referred  to  your  committee  are 
fundamental,  forming  the  basis  upon  which  the  business  of  life  insu- 
rance rests." 

In  their  investigations,  whilst  seeking  for  the  true  principles  which 
form  the  basis  of  the  theory  upon  which  this  business  rests,  and  freely 
commenting  thereon,  your  committee  are  aware  of  the  fact  that  their 
report,  to  be  of  any  real  utility,  must  certainly  be  lengthy.  In  the 
course  of  their  remarks,  they  must  necessarily  come  in  conflict,  to  a 
certain  extent,  with  some  of  the  opinions  and  conclusions  of  those 
high  authorities  who  have  already  addressed  the  committee  and  the 
convention  ;  because  they  differ  with  each  other  in  some  particulars, 
and  it  is  impossible  for  us  to  agree  with  all  of  them.  If  an  earnest 
desire  to  develop  the  truth  in  regard  to  the  underlying  principles  of 
a  subject  such  as  this,  involving  as  it  does  thousands  of  millions  of 
dollars,  and  the  welfare  of  millions  of  dependent  women  and  children^ 
should  result  in  collisions  of  opinion  between  this  committee  and  per- 
sons of  more  learning  and  wider  experience  in  the  business,  we  desire 
that  it  be  now  understood  that  this  will  arise  from  no  intention  on 
our  part  to  set  ourselves  against  individuals,  or  their  promulgated 
theories ;  but  whilst  endeavoring  to  treat  all  with  courtesy  and  respect, 
our  object  is  to  develop  and  disseminate  the  principles  upon  which 
life  insurance  is  founded,  and  satisfactorily  demonstrate  to  the  intel- 
ligent men  of  the  country  that  "  the  system  itself  rests  on  principles 
and  laws  so  certain  and  stable  as  to  justify  a  reasonable  conviction 
that,  if  the  system  is  fairly  and  honestly  administered,  the  bread  that 
is  cast  on  its  waters  will  be  surely  found,  though  after  many  days." 
{San/ord.) 

We  are  satisfied  that  the  interests  of  the  policyholders  demand 
this ;  and  if  this  purpose  is  attained,  there  can  be  no  doubt  that  it  will 
result  greatly  to  the  permanent  benefit  of  all  good  companies  and  to 
the  entire  people. 

The  attention  of  the  convention  having  already  been  given  to  ela- 
borate statements  on  this  subject  made  by  various  gentlemen  of  abi- 
lity and  distinguished  position,  your  committee  now  desire  to  call 
special  notice  to  the  following  remarks  made  by  Mr.  Gladstone,  then 
chancellor  of  the  exchequer,  in  the  British  House  of  Commons.  In 
a  speech  delivered  March  7  th,  1864,  he  said, 

"  Consider  for  a  moment  the  peculiar  nature  of  life  assurance. 
This  is  a  business  that  presents  the  direct  converse  of  ordinary  com. 


mercial  business.  Ordinary  commercial  business,  if  legitimate,  begins 
with  a  considerable  investment  of  capital,  and  the  profits  follow,  per- 
haps, at  a  considerable  distance.  But  here,  on  the  contrary,  you  be- 
gin with  receiving  largely,  and  your  liabilities  are  postponed  to  a  dis- 
tant date.  Now  I  dare  say  there  are  not  many  members  of  this 
house  who  know  to  what  an  extraordinary  extent  this  is  true,  and, 
thoefore,  to  what  an  extraordinary  extent  the  public  are  dependent 
on  the  prudence,  the  high  honor,  and  the  character  of  those  concern- 
ed in  the  management  of  these  institutions.  When  an  institution  of 
this  kind  is  founded,  so  far  from  having  difficulties  at  the  outstart,  that 
is  the  time  of  its  glory  and  enjoyment.  The  money  comes  rolling  in, 
and  the  claims  are  at  a  distance  almost  beyond  the  horizon." 

Professor  William  H.  C.  Bartlett,  actuary  of  the  Mutual  life 
insurance  company  of  New- York,  says,  in  reference  to  surrender 
value,  "  This  is  a  question  about  which  there  has  been  the  greatest 
diversity  of  opinion.  It  has  been  solved  differently  by  different  actu- 
aries of  eminence,  and  the  solutions  applied  in  a  way  to  work  great 
mjustice  and  discontent." 

Professor  Elizur  Wright,  consulting  actuary,  in  a  communication 
made  to  this  convention,  in  reference  to  surrender  value,  says,  "  I 
think  this  is  an  exceedingly  important  subject,  which  should  be  con- 
sidered and  properly  settled." 

It  is  quite  certain  that  no  one  will  ever  comprehend  the  meaning 
of  surrender  value  who  has  not  previously  formed  clear  ideas  in  refe- 
rence to  the  elementary  principles  upon  which  the  whole  theory  of 
this  business  depends. 

We  are  satisfied  that  afler  a  table  of  mortality  and  a  rate  of  interest 
is  designated,  the  method  of  calculating  net  values  in  life  insurance  is 
simple,  and  we  believe  that,  when  this  method  is  carefully  explained, 
it  can  be  fully  comprehended  and  thoroughly  understood  by  any  per- 
son of  moderate  education  who  will  give  the  subject  a  little  earnest 
attention. 

We  are  equally  well  satisfied  that  no  person  can  form  an  intelligent 
opinion  in  regard  to  this  business  who  will  not  take  the  litrie  trouble  « 
requisite  to  inform  himself  how  the  net  calculations  are  made,  and  to 
gain  a  definite  idea  in  reference  to  the  net  premium  that  must  be 
charged  in  order  to  carry  out  a  life  insurance  contract — the  net  value 
of  a  life  policy  at  any  time,  the  cost  of  insurance  each  year,  and 
the  amount  the  insurer  has  at  risk  each  year. 

A  definite  and  accurate  knowledge  of  all  thes^  things  is  just  as  es- 
sential to  a  life  insurance  officer  as  a  knowledge  of  the  method  of  cal- 
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culating  interest  on  a  note  is  to  a  bank  officer.  But  it  does  not  neces- 
sarily follow  that  a  person  who  knows  how  to  calculate  interest  is  a 
good  bank  officer,  or  can  ever  become  one.  Neither  will  a  thorough 
knowledge  of  the  method  of  calculating  net  values  in  life  insurance 
necessarily  make  a  person  a  good  life  insurance  officer.  But  all  may 
rest  assured  that  it  is  easier  to  become  a  good  bank  officer,  without 
knowing  how  to  calculate  interest  on  a  note,  than  it  is  to  become  a 
good  life  insurance  officer  without  knowing  how  to  calculate  net 
values  in  this  business. 

It  is  true  that  it  is  not  necessary  that  a  person  who  borrows  money 
from  a  bank  should  know  how  to  calculate  interest,  and  it  is  equally 
true  that  a  person  can  purchase  a  policy  on  his  life  without  knowing 
how  to  calculate  net  values ;  in  either  case,  however,  it  is  essential 
that  some  parties  other  than  the  bank  or  insurance  officers  should 
know  how  these  calculations  of  interest  and  net  values  are  made. 

We  propose  to  explain  the  simple  principles  upon  which  these  cal- 
culations are  made,  and  desire  to  say  that,  in  our  opinion,  the  real 
difficulties  in  life  insurance,  after  a  table  of  mortality  and  rate  of  inte- 
rest have  been  designated,  are  not  found  in  these  net  calculations,  but 
they  lie  beyond  and  consist  of  such  commonplace  business  matters 
as  expenses,  profit  and  loss,  dividends,  distribution  of  surplus,  and  the 
amoimt  that  it  will  cost  a  company  in  case  a  policyholder  withdraws 
to  get  another  into  it  "  equally  valuable  to  keep."  We,  therefore,  ask 
that  you  will  consider  the  peculiar  nature  of  life  insurance. 

I.  The  Mortality  Table. — It  seems  to  be  very  generally  con- 
ceded that  of  the  three  tables  brought  especially  to  the  notice  of  the 
committee,  neither  is  claimed  to  be  in  exact  accordance  with  the  rate 
of  mortality  among  insured  lives  in  this  country.  It  is  generally  ad- 
mitted that  actual  experience  indicates  a  lower  rate  than  either  of  the 
three.  It  is  also  stated  that  there  is  no  very  material  diflference  in 
these  tables,  and  that  premiums  calculated  on  a  given  rate  of  interest 
will  be  less  by  the  American  experience  table  of  mortality  than  by 
either  the  old  or  new  actuaries*  tables.  Your  committee,  therefore, 
recommend  that  the  table  of  mortality  known  as  the  American  Expe- 
rience be  adopted  as  the  rate  of  mortality  that  should  be  designated 
by  law  in  each  of  the  states  as  the  basis  for  calculating  net  values  in 
life  insurance.  In  the  course  of  years,  further  and  more  enlarged  ex- 
perience may,  and  probably  will,  show  that  changes  in  this  table  will 
be  necessary. 

We  are  satisfied  that  at  present  there  is  no  sufficient  and  reliable 
data  upon  which  to  base  corrections  that  wiU  probably  ultimately  be 
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made  in  the  table  recommended ;  and,  therefore,  have  not  expended 
much  labor  in  what  they  are  sure  would  prove  to  be  at  this  time  a 
useless  and  over-refined  effort  to  attain  a  perfectly  accurate  law  ex- 
pressing the  rate  at  which  insured  persons  will  certainly  die  in  this 
country  in  future.  Either  of  the  three  tables  named  is  sufficiently  ac- 
curate for  practical  purposes.  Each  is  based  upon  statistics  derived 
from  actual  observation.  While  neither  of  the  three  is  accurate, 
each  of  them  is  by  experience  shown  to  conform  near  enough  to  the 
actual  rate  of  mortality  to  form  a  practical  rule  in  the  business  of  life 
insurance.  The  three  tables  are  given  below.  It  will  be  noticed 
that  in  the  American  experience  and  the  actuaries'  there  are  100,000 
persons  living  at  age  10.  In  the  column  headed  ^*  number  of  deaths'* 
will  be  found  opposite  age  10  the  number  that  will  die  between  age 

10  and  age  11.  This  will  leave  a  certain  number  living  at  age  ii. 
This  number  is  placed  opposite  age  11,  in  the  column  headed  "  num- 
ber living  ;*'  and  opposite  age  11  in  the  column  headed  "  number  of 
deaths"  is  placed  the  number  that  die  between  age  11  and  age  12. 

For  example,  in  the  American  experience  table  of  mortality  among 
insured  hves,  we  find  opposite  age  10  in  the  column  headed  ''  num- 
ber living,"  100,000.  Opposite  same  age  we  find  in  the  column  head- 
ed "  number  of  deaths,"  749.  This  is  the  number,  according  to  this 
table,  that  will  die  between  age  10  and  age  11,  and  it  will  leave 
99,251  living  at  age  11,  of  which  number  746  will  die  between  age 

11  and  age  12.  ' 
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Net  or  Table  Interest. — Assuming  that  a  table  of  mortality 
has  been  fixed  upon,  it  is  necessary  that  a  rate  of  interest  be  designat- 
ed that  should  be  adopted  in  making  calculations  of  net  values  in 
life  insurance.  It  will  be  noticed  that  each  of  the  three  tables  just 
given  is  arranged  to  show  the  mortality  yearly.  We  must,  therefore, 
designate  a  rate  of  interest  per  annum.  And  the  fact  should  be  noted 
and  remembered  that  this  interest  must  be  realized  yearly  upon  the 
whole  net  funds  of  the  company,  and  it  must  be  compounded  annu- 
ally for  a  whole  generation  without  loss  of  any  portion  of  principal 
or  interest,  and  without  deduction  therefrom  for  any  cause  whatever. 

The  Rate  of  net  Interest  per  Annum. — On  this  subject 
your  committee  desire  to  call  the  attention  of  the  convention  first  to 
the  following  letter,  addressed  by  Professor  A.  L.  Perry  to  the  chair- 
man of  the  committee : 


Williams  College,  July  ii,  187 1. 
Hon.  G.  W.  Smith: 

Dear  Sir  :  You  put  to  me  a  very  important  and  a  very  difficult 
question.  All  the  light  I  can  cast  upon  it  will  be  found  in  the  fol- 
lowing propositions : 

1.  It  is  historically  true  that  the  rate  of  interest  has  usually  de- 
clined in  commercial  countries  as  capital  has  increased  and  business 
has  become  settled,  till  at  two  per  cent,  or  thereabout,  there  was 
scarcely  sufficient  motive  for  loaning.  Three  centuries  ago,  the  legal 
rate  in  England  was  ten  per  cent,  and  government  itself  paid  the 
Bank  of  England  eight  at  the  establishment  of  the  latter  in  1694. 
Rates  in  California  have  steadily  declined  since  1848.  So,  I  think, 
in  the  West  generally  this  is  the  tendency. 

2.  The  price  of  the  usie  of  money,  like  all  other  prices,  is  deter- 
mined by  the  relation  of  the  supply  to  the  demand.  The  supply  in 
this  coimtry  for  the  next  fifty  years  is  likely  to  be  large,  because  we 
are  a  capital-loving  people,  and  the  practice  of  hoarding  has  but  lit- 
tle hold  upon  us.  Almost  every  body  makes  money  in  some  form, 
and  has  something  to  loan  in  some  form.  This,  so  far  forth,  would 
tend  to  depress  the  rate  of  interest ;  also  the  desire  of  foreigners  to 
realize  here  a  higher  rate  than  they  can  get  at  home  tends  to  increase 
supply,  and  lower  interest  On  the  other  hand,  our  people  are  fond 
of  great  enterprises,  most  of  which  are  executed  with  borrowed  capi- 
tal. This  makes  a  demand.  Capital  is  productive  here,  owing  to 
the  lavish  gifts  of  nature.  This  also  makes  demand.  I  can  not  tell 
which  of  these,  supply  or  demand,  will  outstrip  the  other.  If  we  had 
a  sound  money,  and  were  sure  of  it  in  the  future,  I  should  rely  with 
considerable  confidence  on  the  tendency  mentioned  under  the  first 
proposition. 

3.  The  most  important  practical  consideration  in  this  connection 
is.  What  is  our  money  to  be  ?  If  we  are  to  have  a  paper  money  ex- 
clusively, and  especially  a  legal  tender  paper  money,  and  (what  is  a 
natural  consequence)  a  good  deal  of  it,  we  may  expect  a  prevailing 
high  rate  per  cent.  As  a  rule,  the  more  of  such  money  a  nation  has, 
the  higher  the  rates  of  interest  Speculation  absorbs  the  money,  no 
matter  how  large  the  quantity.  If  we  could  be  sure  of  a  gold  and 
silver  money  only,  or  sound  bank  or  government  paper,  actually  and 
instantly  convertible  into  it  at  the  will  of  the  holder,  I  should  confi- 
dently expect  much  lower  rates  of  interest  than  now  prevail.    With- 
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out  the  resolution  of  this  question  of  the  future  money,  it  is  in  vain 
for  any  man  to  speculate  on  future  rates  of  interest. 

In  conclusion,  I  am  so  much  afraid  that  we  are  not  to  have  a 
sound  national  money  in  the  immediate  future,  and  I  am  so  much 
afraid  that  the  habit  of  our  people  inordinately  to  borrow  will  con- 
tinue,  that  I  should  not  regard  it  safe  to  base  important  calculations 
on  any  expectation  that  the  current  rate  would  be  much  if  any  less 
than  six  per  cent  for  some  time  to  come. 

Yours  very  truly,  A.  L.  Perry. 

In  answer  to  an  inquiry  addressed  by  the  chairman  of  this  commit- 
tee to  Hon.  John  W.  Stevenson,  United  States  senator,  the  follow- 
ing opinion  of  a  prominent  banker  of  Covington,  Ky.,  was  received : 

Covington,  July  12,  187 1. 
Dear  Sir  :  In  answer  to  your  inquiry,  "  What  rate  of  interest  is 
it  safe  to  assume  may  be  realized  in  this  country  on  the  best  securi- 
ties, and  compounded  annually  for  a  period,  say,  of  fifty  years  ?*'  it  is 
impossible  to  give  any  thing  more  than  a  purely  conjectural  opinion. 
The  rate  of  interest  is  determined  mainly  by  the  facilities  for  the 
profitable  employment  of  capital  in  the  various  industrial  interests  ot 
the  country,  and  the  inducements  to  engage  in  such  public  improve- 
ments as  will  develop  its  agricultural  and  mineral  wealth.  These, 
again,  depend  largely  on  the  fact  of  a  stable  government  and  wise 
administration  of  public  affairs,  and  of  peaceful  relations  among  our- 
selves and  with  other  governments.  Assuming,  however,  that  in 
these  respects  our  future  will  compare  favorably  with  our  past,  an 
assumption  which  I  think  is  not  unreasonable,  it  seems  to  me  safe  to 
conclude  that  the  rate  of  interest  in  this  country  for  the  next  fifty 
years,  on  first-class  securities,  other  than  governments,  will  average 
six  per  cent  True,  capital  is  rapidly  accumulating  in  this  country, 
and,  under  reasonably  favorable  circumstances,  will  continue  to 
increase.  But  when  we  consider  the  vast  extent  of  territory  and  of 
mineral  wealth  yet  undeveloped,  and  the  room  there  is  for  almost 
an  unlimited  advancement  of  the  manufacturing  interests,  it  seems 
highly  probable  that  the  increasing  demand  for  money  will  about 
equal  the  increasing  supply.  There  is,  however,  another  element 
which  must  not  be  overlooked  in  considering  this  question.  Our 
commercial  and  financial  relations  with  European  nations  are  becom- 
ing more  intimate  every  year,  and  the  more  intimate  they  become, 
the  more  will  the  price  of  money  here  be  affected  by  the  price  there. 
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But  the  tendency  there  of  late  years  has  been  toward  a  highet 
ratlier  than  lower  rate,  caused,  in  part,  by  a  greater  spirit  of  enterprise 
among  them ;  and  in  proportion  as  that  spirit  increases,  will  there  be 
active  employment  for  capital,  and  rates  will  not  decline.  I  am  in- 
clined, therefore,  to  reiterate  the  opinion  that  investments  may  be 
made  in  first-class  securities  in  this  country  during  the  next  fifty 
years  at  an  average  interest  of  six  per  cent. 

In  reference  to  your  second  inquiry,  I  can  only  say  that  I  have 
never  studied  the  principles  of  life  insurance,  and  am  not  able  to 
give  an  opinion  on  the  subject 

Yours  truly,  William  Ernst. 

Major  M.  J.  Wicks,  a  prominent  banker  of  Memphis,  Tennessee, 
writes  under  date  July  ist,  187 1: 

"  It  is  the  opinion  of  myself  and  others  to  whom  I  have  spoken  on 
the  subject,  that  the  rate  of  interest  for  Kentucky,  and  the  States 
south  and  west  of  it,  can  be  safely  stated  at  six  per  cent" 

In  addition  to  the  able  papers  presented  to  the  committee  by 
representatives  of  the  Universal  life  insurance  company  of  New- York, 
and  the  National  insurance  company  of  the  United  States,  all  of 
which  are  published  in  the  proceedings  of  the  convention,  and  which 
deserve  close  and  careful  consideration  on  the  part  of  every  member, 
attention  is  called  to  the  fact  that  Professor  Sheppard  Homans,  con- 
sulting actuary,  says,  (see  page  167,)  "  I  am  unhesitatingly  of  opinion 
that  the  assumptions  of  six  per  cent  interest,  and  either  the  '  American 
experience '  or  *  actuaries* '  tables  of  mortality  as  a  standard  of  net 
values  for  non-participating  policies  in  stock  companies,  especially 
when  guaranteed  by  a  paid-up  capital  of  one  million  dollars,  afford 
ample  protection  to  policyholders." 

Professor  Elizur  Wright  says,  (see  page  167,)  "  As  it^is  little 
less  than  certain  that  money  will  earn  more  than  six  per  cent  per  an- 
num for  some  ages  to  come,  with  an  ample  capital  staked  on  the 
careful  selection  of  risks,  the  safety  of  investments  and  the  economy 
of  expenditures,  a  six  per  cent  reserve  on  rates  that  exceed  the  net  at 
six  per  cent  must  be  ample  for  the  security  of  policyholders." 

Professor  D.  P.  Fackler,  consulting  actuary,  says,  (see  page  168,) 
"  A  company  with  a  paid-up  capital  of  $500,000,  receiving  premiums 
that  are  in  all  cases  more  than  twenty  (20)  per  cent  above  the  net 
rate  by  the  six  per  cent  actuaries*  tables,  should  not  be  required  to 
hold  a  higher  reserve  than  that  table  demands ;  for  it  is  pretty  certjin 
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that  money  can  be  safely  loaned  at  over  six  per  cent  during  this  gene- 
ration at  least." 

Ron.  E.  A.  Rollins,  vice-president  National  life  insurance  com- 
pany of  the  United  States,  says,  (seepage  171,)  "  The  rates  of  interest 
which  have  prevailed  throughout  the  United  States  every  year  for 
several  generations,  and  ever  since  their  early  settlement,  have  ave- 
raged on  bond  and  mortgage  at  least  seven  per  cent  per  annum,  and 
there  is  probably  not  now  a  life  company  in  the  country  making  like 
loans  at  a  less  rate,  either  direcdy  or  by  purchase.  ^ 

"  The  rates  of  interest  realized  by  the  oldest  and  most  thoroughly 
established  and  largest  life  companies  in  this  country,  during  their  ex- 
perience, have,  up  to  the  present  time,  averaged  not  less  than  seven 
per  cent,  some  of  them  more. 

"  We  shall  be  satisfied  if  the  committee  shall  recommend  for  all 
companies  reserves  exactly  responsive  to  their  premiums,  with  such 
limitations  and  provisions  in  reference  to  loadings  as  shall  seem  to 
them  necessary  lor  the  security  of  the  policyholders." 

Professor  E.  W.  Peet,  secretary  of  the  National  life  insurance 
company  of  the  United  States,  says,  (see  pages  173  and  following,) 
**  In  regard  to  the  proper  rate  of  interest  to  be  assumed  in  ascertain- 
ing the  reserve  upon  life  insurance  policies,  it  seems  to  me  there  can 
be  no  difference  of  opinion  among  thinking  men 

"  Now,  as  to  whether  a  life  insurance  company  should  be  permit- 
ted to  charge  a  premium  based  upon  six  per  cent  interest,  this  depends 
entirely  upon  whether  it  is  safe  to  assume  that  six  per  cent  interest 
can  be  realized  upon  secure  investments  in  this  country  for  the  next 
twenty-five  or  thirty  years.  Whether  or  not  this  is  a  safe  assumption 
is  not,  in  my  opinion,  a  question  exclusively  or  even  mainly  for  the 
actuaries  to  determine. 

"The  managers  of  the  mutual  companies  argue  that  the  six  per 
cent  rate,  with  the  usual  margin — ^that  is,  the  rate  charged  by  stock 
companies — is  sufficiently  high ;  for  they  nearly  all  claim  that  their  sys- 
tem furnishes  insurance  at  a  less  cost  than  do  the  low  premium  com- 
panies. If  that  is  so,  the  rates  charged  by  stock  companies  must  be 
sufficient.  The  mutual  companies  also  indorse  the  sufficiency  of  the 
six  per  cent  or  stock  rate,  in  that  nearly  all  of  them  issue  more  or 
less  policies  upon  those  rates. 

"  The  question  resolves  itself  into  this  :  Whether  low  premium  or 
non-participating  companies  should  be  permitted  to  exist  ?" 

In  the  Massachusetts  Life  report  for  the  year  1867,  (page  Ixxii.,) 
the  Hon.  John  E.  Sanford,  insurance  commissioner,  says,  "  As  a 
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matter  of  authority,  the  escpressed  opinions  of  a  very  decided  majority 
of  the  actuaries  and  experienced  insurance  officers  in  this  country  are 
in  favor  of  the  actuaries'  table,  and  four  per  cent  interest.  Both  are» 
as  they  should  be,  within  the  facts  of  actual  experience.  If  the  rate 
of  interest  were  raised  in  Massachusetts  to  four  and  a  half  per  cent, 
other  States  would  find  equally  good  reasons  for  raising  it  to  five  ot 
even  six  per  cent.  It  would  be  very  much  easier  to  get  the  rate  up 
than  to  get  it  down  again.  It  is  also  to  be  borne  in  mind  that  no 
complaint  has  ever  been  heard  from  any  policyholder  that  the  stan- 
dard cf  reserve  is  too  high.  If  the  matter  were  to  be  referred  to  the 
decision  of  the  insured,  the  unanimous  response  would  be,  first  and 
always  give  us  security." 

In  the  same  report  (p.  Ixx.)  Professor  Elizur  Wright  says,  "  I 
think  the  standard  of  reserve  adopted  in  Massachusetts,  and  by  a  con- 
vention of  life  insurance  companies  some  years  ago,  including  that  of 
which  Mr.  Winston  is  president  and  Mr.  Homans  is  actuary,  is 
as  low  as  it  can  be  and  fairly  make  the  company  self-sustaining.  If 
Massachusetts  were  to  alter  her  law  and  to  reduce  the  standard,  I 
think  the  best  companies  would  feel  bound  in  prudence,  if  not 
honesty,  to  maintain  it  still  in  their  own  business.  They  would  then 
have  to  compete  at  some  disadvantage  with  companies  having'  a 
legal  sanction  for  a  lower  reserve." 

Mr.  F.  S.  Winston,  president  Mutual  life,  says,  (see  proceedings 
of  convention,  pp.  136-7,)  "  That  the  calculation  of  receiving  four  per 
cent  interest  is  a  safe  one  for  the  future,  we  believe  few,  if  any,  will 
doubt  Many  persons  believe  that  four  and  a  half  per  cent  is  suffi- 
ciently conservative ;  and  this  may  be,  and  probably  is,  the  fact  A 
higher  rate  of  interest  than  four  and  a  half  per  cent  evidently  would 
not  be  safe,  when  we  take  into  consideration  the  fact  that  a  certain 
amount  of  the  expense  and  risk  is  connected  with  these  investments 
of  funds,  and  that  the  rate  of  interest  on  such  securities  as  should 
form  the  basis  of  life  insurance  has  not  as  yet,  as  a  rule,  exceeded  five 
per  cent  during  the  period  already  mentioned,  (for  the  fifty  years  pre- 
vious to  our  late  war,)  and  it  is  not  likely  to  be  higher,  it  is  believed, 
during  the  period  while  existing  or  future  contracts  of  Hfe  insurance 
are  to  run  " 

Mr.  M.  Burns,  president  First  National  bank,  Nashville,  Tenn.» 
writes  under  date  July  27th,  187 1,  "My  opinion  is,  that  five  (5)  per 
cent  would  be  a  fair  interest  on  sums  lent  out  for  a  length  of  time.  I 
am  backed  in  this  opinion  by  gentlemen  of  experience,  some  of  whom 
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vsut  so  low  as  four  and  four  and  a  half  per  cent,  but  still  think  five 
per  cent  is  a  fair  rate  for  money  for  a  length  of  time." 

Professor  W.  H.  C.  Bartlett,  (convention  proceedings,  p.  139,) 
under  beading  "  Rates  of  Interest,"  says,  "  This  is  a  financial  rather 
than  an  actuarial  question.  I  would  greatly  prefer  the  opinion  of  able, 
judicious,  experienced,  and  unbiased  business  men  to  any  I  could  form 
on  the  subject."  "  One  thing  is  certain,  and  that  is,  that  the  rate  adopted 
for  computations  of  net  values  must  be  always  a  trifle  lower  than  that 
ever  reached  in  the  business  operations  of  the  country  at  large.  My 
own  judgment  is  decidedly  in  favor  of  a  low  rate  of  interest,  say  four 
per  cent,  and  very  moderate  loadings.  This  rate  ought  to  be  the 
same  throughout  the  country,  and  the  states  should  adopt  it  as  the 
basis  of  valuation."  "  The  amount  now  assured  by  life  companies  is 
but  little  short  of  that  of  our  national  debt,  and  its  present  value  is  so 
large  as  to  make  its  investment  at  high  rates,  with  perfect  security, 
very  difficult,  and  the  difficulty  will  increase  as  the  fund  grows  larger. 
To  be  obliged  to  loan  at  a  rate  of  interest  below  that  assumed  in  the 
computation  of  premiums  would  be  disastrous  to  a  company." 

The  following  extract  from  a  communication  made  to  the  Ameri- 
can Association  for  the  Advancement  of  Science,  held  at  Indiana- 
polis, Ind.,  August  17th,  1871,  is  well  worthy  the  close  attention  of 
all  who  are  interested  in  the  subject  discussed : 

THE   RATES  OF  INTEREST  REALIZED  TO   INVESTORS   IN  THE   SECU» 

RITIES   OF  THE    UNITED    STATES. 

By  Prof.  E.  B.  Elliott. 

"  In  the  early  part  of  the  present  century,  the  credit  of  the  United 
States  government  was  comparatively  low,  its  eight  per  cent  and  six 
per  cent  securities  being  placed  upon  the  market  on  terms  such  as  to 
fix  the  rates  realized  to  investors  in  general  at  from  seven  and  two 
tenths  (7.2)  to  eight  and  seven  tenths  (8.7)  per  cent ;  one  of  the 
loans,  however,  being  placed  upon  the  market,  in  the  year  181 2,  at  as 
low  a  realized  rate  as  six  per  cent,  while  the  rate  realized  on  another 
loan  was,  in  the  year  181 6,  as  high  as  nine  and  one  tenth  (9.1)  per 
cent. 

"The  difficulties  attendant  upon  the  war  of  181 2  had  an  impor- 
tant influence  in  disturbim^  the  credit  of  the  government  and  produc- 
ing these  comparatively  high  rates. 

"In  1 82 1,  the  credit  of  the  government  had  so  far  improved  that 
it  was  able  to  place  a  five  per  cent  bond  on  tne  market  on  terms  such 
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IS  to  inc^cate  the  realized  rate  of  interest  to  be  but  about  four  and 
one  quarter  (4.22)  per  cent. 

"  In  the  years  1854  and  1855,  the  five  per  cent  securities  of  the 
government  sold,  in  the  open  market  in  New- York,  at  such  premium 
as  to  show  the  rate  of  interest  realized  nearly  identical  with  the  above, 
to  wit,  4.22  and  4.24  per  cent. 

"  The  market  price  of  the  six  per  cent  securities  of  the  government, 
in  the  same  years,  indicated  a  still  lower  rate  of  realized  interest,  to 
wit,  3.29  and  3.27  per  cent  respectively.  In  1859,  ^^®  ^^^  P^""  ^^^^  se- 
curities of  the  government  sold  in  the  open  market  at  prices  indicating 
a  realized  rate  of  interest  of  four  and  one  half  (4.59)  per  cent,  and  its 
six  per  cent  securities  at  prices  realizing  only  about  three  and  one 
half  (3.41)  percent  interest  to  the  investors.  In  i860,  thepricesof  the 
six  per  cent  securities  indicated  a  rate  of  interest  realized  of  about  five 
(5.02)  per  cent.  These  rates  of  interest  indicate  that  the  borrowing 
power  of  the  government  during  periods  of  tranquillity,  that  is,  that 
its  normal  borrowing  power,  varies  firom  three  and  one  fourth  (3.27) 
per  cent  to  four  and  one  half  (4.57)  or  five  (5.02)  per  cent. 

"  Passing  from  this  period  of  comparative  political  quiet  to  the  com- 
mencing year  of  our  late  civil  war,  we  find  the  market  prices  of  the  five 
percent  securities  to  have  been,  during  the  first  four  months  of  the  year 
1861 — the  commencing  year  of  the  war — such  as  to  imply  a  rate  of 
interest  realized  to  investors  §omewhat  in  excess  of  eight  (8.14)  per 
cent.  Later  in  the  same  year,  six  per  cent  securities  of  the  govern- 
ment, known  as  the  twenty-year  bonds  of  1861-81,  were  sold  in  the 
open  market  at  prices  which  indicated  the  realized  rates  of  interest  to 
vary  from  seven  and  one  half  (7.59)  to  six  and  one  half  (6.54)  per 
cent.  Passing  by  the  succeeding  years  of  active  hostilities — concern- 
ing which  the  investigation  is  not  yet  completed — ^we  find  in  January, 
February,  and  March  of  the  year  1869,  the  prices  of  the  five  per  cent 
securities  known  as  the  io-40's  of  1864,  such  as  to  show  the  rates  of 
interest  realized  to  have  been  about  six  and  one  half  per  cent,  vary- 
ing fi-om  an  average  of  6.69  per  cent  for  the  month  of  February,  and 
6.44  for  the  month  of  March  of  that  year. 

"  Passing  to  the  year  1871,  we  find  the  credit  of  the  government  to 
have  improved,  the  carefully  prepared  average  of  the  daily  quotations 
of  the  several  securities  ^i  the  government  showing  the  average  rates 
of  interest  realized  to  have  varied  fi-om  4.93  to  6.05  per  cent,  accord- 
ing to  the  character  of  the  security ;  the  rates  realized  on  the  Pacific 
railroad  bonds — securities  of  which,  both  principal  and  interest,  are 
payable  in  currency — averaging  somewhat  less  than  five  per  cent 
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H-93  ^o  4.98  per  cent)  on  the  five  per  cent  10.40*5  of  1864 ;  slightly 
in  excess  of  five  per  cent  (5.1 1)  on  the  coupon  5.20's  of  1862,  5.96 ; 
and  on  the  5.20's  of  1864-67-68,  from  6  to  6.05  per  cent." 

In  reference  to  the  probable  future  rate  in  this  country,  we  now 
quote  fi-om  an  official  published  communication,  over  the  signature  of 
Jay  Cooke  &  Co.,  bankers : 

"  The  signal  success  of  the  new  five  per  cent  government  loan  fore- 
shadows the  early  funding  of  the  entire  public  debt  at  a  less  rate  than 
six  per  cent,  and  indicates  that  the  average  rate  of  interest  on  loan- 
able capital  in  this  country  will  henceforward  be  considerably  lower 
than  it  has  been ;  the  tendency  being  to  an  equalization  of  rates  be- 
tween America  and  Europe." 

In  fixing  upon  a  rate  of  net  interest  to  be  used  in  making  calcula- 
tions of  net  values  in  life  insurance  contracts,  it  should  be  borne  in 
mind  that  these  calculations  assume  that  the  whole  net  funds  of  a  life 
insurance  company  are  always  invested  without  the  loss  of  a  day,  and 
that  the  interest  is  compounded  annually  for  the  whole  period  of  the 
contract,  often  extending  over  more  than  forty,  and  sometimes  reach- 
ing seventy  years,  or  more.  No  part  of  the  principal  or  compound 
interest  thereon  must  ever  be  lost,  and  no  abatement  made  for  taxes 
or  any  purpose  whatever. 

We  hear  a  great  deal,  and  sometimes  too  much,  said  about  the  law 
of  average  in  life  insurance  calculations.  For  instance,  while  it  is 
true  that  we  take  the  average  interest  on  investments  of  all  a  com- 
pany's net  funds,  each  separate  year,  the  fundamental  data  and,  in 
some  states,  the  statute  law  require  that  these  net  values  shall  be  cal- 
culated every  year,  and  action  taken  thereon.  Therefore,  the  question 
is  not  what  will  be  the  average  yearly  rate  of  interest  during  the  next 
fifty  years,  but  rather  what  is  the  lowest  probable  rate  of  interest  that 
will  certainly  be  lealized  on  first-class  securities. in  any  one  year  dur- 
ing the  next  half-century ;  because,  in  a  transaction  of  this  character, 
the  state  does  not  authorize  a  corporation  created  by  its  authority  to 
discount  supposed  probable  future  profits  in  making  up  an  account 
of  the  trust  fimds  it  holds  on  deposit  for  the  widow  and  orphan.  In 
case  the  interest  actually  realized  during  any  year  should  be  less  than 
that  assumed,  and  the  deficiency  caused  thereby  is  not  at  once  made 
good  by  money  firom  some  other  source,  the  state  does  not  allow  the 
corporation  to  which  these  funds  have  been  intrusted  to  proceed  fur- 
ther in  the  hope  that  future  good  fortune  or  good  luck  in  business 
may,  or  even  probably  will,  enable  the  company  to  retrieve  its  lost 
ground  and  finally  become  able  to  meet  all  its  liabilities. 
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In  connection  with  the  historical  fact  stated  above  by  Mr.  EJliott, 
that  the  normal  borrowing  power  of  the  government  varies  from  three 
and  one  fourth  to  four  and  one  half  or  five  per  cent,  we  desire  to 
call  the  attention  of  the  convention  to  the  fact  that  at  present  four 
per  cent  is  the  rate  of  interest  designated  as  safe  in  calculating  net 
values  in  life  insurance,  by  laws  of  the  States  of  Massachusetts,  Illi- 
nois, Iowa,  Connecticut,  New-Hampshire;  and  four  and  one  half 
per  cent  by  laws  of  the  States  of  New- York,  Missouri,  Kentucky, 
Ohio,  Michigan. 

And  that  no  State  has  by  present  laws  designated  a  higher  rate  of 
inteKst,  for  making  these  calculations  of  net  values,  than  four  and  one 
half  per  cent. 

Nearly  all  of  the  established  companies  in  the  practical  conduct  o^ 
their  business  conform  to  the  lower  rate,  four  per  cent,  although  the 
law  may  authorize  four  and  one  half  per  cent. 

This  convention  has  been  eamesdy  urged  by  certain  parties  to  re- 
commend to  the  respective  states  the  enactment  of  laws  designating 
SIX  per  cent  as  the  basis  for  calculating  net  values  in  life  insurance^ 
and  it  appears  that  the  weight  of  evidence  presented  to  this  commit- 
tee and  to  the  convention  favors  the  probability  that  on  an  average 
six  per  cent  interest  on  money  may  be  realized  in  this  country  for 
twenty  five  years  to  com  *.  But  each  member  of  this  convention  is 
urged  to  carefully  consider  the  question,  What  will  happen  in  case 
the  designated  rate  is  not  realized  ? 

You  are  all  no  doubt  familiar  with  the  discussion,  in  1867  and 
1868,  l)etween  the  insurance  departments  of  the  states  of  Massachu- 
setts and  New- York  on  the  subject  of  uniform  rates  of  mortality  and 
interest.  New- York  favored  four  and  one  half  per  cent.  Massachu- 
setts was  not  willing  at  that  time  to  designate  a  rate  of  interest  great- 
er than  four  per  cent.  The  Hon.  John  E.  Sanford,  commissioner 
for  Massachusetts,  in  adhering  to  the  actuaries'  table  of  mortality  and 
four  per  cent  interest,  assigned  as  the  sufficient  and  controlling  reason, 
the  fact  that  it  would  have  cost  the  sacrifice  of  honest  convictions. 
He  says  in  his  report  for  1868,  page  Ixxxiv.,  "  We  have  labored 
with  an  honest  if  mistaken  zeal,  that  life  insurance  may  live  and  shed 
abundant  blessings  long  after  our  duties  have  passed  to  other  hands ; 
and  so  we  trust  have  others  whose  duties  are  like  our  own.  We  shall 
not  lose  our  just  though  humble  reward ;  but  we  shall  not  rest  what 
little  claim  we  may  have  to  the  gratitude  of  another  generation,  upon 
having  broken  down  the  only  effectual  safeguard  for  their  protection.*' 

Your  committee  have  recommended  that  the  American  experience 
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table  of  mortality  be  adopted  by  all  the  states.  This  is  a  lower  rate 
of  m  Jitality  than  that  expressed  by  the  actuaries'  table.  They  now 
recommend  four  and  a  half  per  cent  as  the  rate  of  interest  to  be  used 
in  making  calculations  of  net  values  in  life  insurance.  In  recom- 
mending the  American  experience  table  of  mortality  and  four  and  a 
half  per  cent  interest  per  annum,  as  the  basis  for  making  calculations 
of  net  values  in  life  insurance,  we  are  convinced  that  they  are  within 
the  limits  of  probable  safety,  and  that  these  rates  of  mortality  and  of 
interest  will  give  safe  insurance  to  policyholders  at  a  less  rate  of  pre- 
mium than  must  be  charged  in  case  the  calculations  of  net  values  are 
based  upon  the  actuaries'  table  of  mortality  and  four  per  cent  interest 
per  annum. 

Your  committee  desire  to  say  in  this  connection  that,  in  their  judg- 
ment, it  is  not  only  the  prerogative,  but  it  is  the  duty  of  the  state 
to  see  that  corporations  created  by  its  authority  shall  not  enter  into 
life  insurance  contracts  upon  terms  less  than  those  judged  to  be  within 
the  limits  of  safety.  In  other  words,  it  is  the  duty  of  the  state  to 
compel  corporations  that  make  life  insurance  contracts  by  its  autho- 
rity, to  provide  for  those  claims  that  are  in  the  beginning  "at  a 
distance  almost  beyond  the  horizon,''  as  well  as  to  pay  those  claims 
that  become  due  in  the  earlier  years  when  the  annual  premiums  so 
largely  exceed  the  losses  by  death. 

We  will  now  take  up  the  subject  of  calculating  net  values,  based 
upon  a  table  of  mortality  and  rate  of  interest  designated  by  law. 

Calculation  op  net  Premiums  and  net  Values. — It  is  con- 
venient to  make  these  calculations  first  on  the  assumption  that  the 
amount  insured  is  Ji,  and  then  multiply  the  result  in  each  case  by 
the  amount  actually  insured.  In  net  calculations,  it  is  assumed  that  a 
policy  is  not  payable  until  the  end  of  the  policy  year. 

What  is  the  net  premium  that  will  insure  $1000,  to  be  paid  to  the 
heirs  of  the  insured  at  the  end  of  oiie  year,  provided  the  insured  dies 
during  that  time  ? 

To  solve  this  problem,  it  is  necessary  to  have  a  designated  rate  of 
mortality  and  rate  of  interest.  We  will  assume,  for  the  purpose  of 
illustration,  that  the  American  experience  table  of  mortality  and  four 
and  a  half  per  cent  interest  per  annum  are  designated  by  law  as  the 
basis  upon  which  this  calculation  is  to  be  made.  The  first  step  in  the 
process  is  to  find  the  amount  of  money  that  will,  if  invested  at  four 
and  a  half  per  cent,  produce  in  one  year,  when  principal  and  interest 
are  added  together,  exactly  $1.  There  is  a  very  simple  rule  of  arith- 
metic used  in  this  case. 


In  order  to  find  the  amount  that  will  produce  $i  certain  at  the  end 
of  one  year,  at  a  given  rate  of  interest  per  annum,  we  have  only  to 
divide  loo  by  loo,  plus  the  rate  of  interest. 

But  in  ordinary  life  insurance,  the  money  is  to  be  paid  only  in  case 
the  insured  dies.  In  these  calculations,  we  first  determine  the  amount 
that  will  be  necessary  at  the  designated  rate  of  interest  to  produce 
$1  with  certainty,  and  then,  by  using  the  mortality  table,  introduce 
the  condition  that  the  money  is  to  be  paid  only  in  case  the  insured 
dies. 

Man.ver  of  using  the  Mortality  Table, — In  illustration  of 
the  calculation  of  the  chance  that  a  person  may  die  during  any  given 
time,  let  us  suppose  that  out  of  one  hundred  persons  condemned  to 
be  shot  on  a  given  day,  all  are  reprieved  for  the  day,  except  one,  and 
the  one  to  be  shot  is  to  be  the  one  who  draws  the  black  ball  out  of 
a  box  containing  ninety-nine  white  balls,  and  one  black  one.  The 
chance,  before  the  drawing,  of  any  particular  man's  getting  the  bLick 
ball,  and,  therefore,  his  chance  of  being  shot  that  day,  is  one  only  out 
of  one  hundred.  If  two  men  had  to  die  that  day,  each  individual's 
chance,  before  the  drawing,  of  getting  a  black  ball,  would  be  twice 
as  great  as  it  was  before;  for  now  there  are  two  black  balls  and  only 
ninety-eight  white  ones  in  the  box.  The  chance,  in  this  case,  would 
be  two  out  of  one  hundred ;  for  three  persons,  three  out  of  one  hun- 
dred ;  and  so  on  to  the  limit  of  one  hundred  out  of  one  hundred — 
which  would  make  it  certain  that  each  man  would  be  shot,  because 
all  the  one  hundred  balls  were  black. 

To  apply  this  principle  to  life  insurance,  and  to  show  that  the 
amount  that  will  insure  one  dollar  to  be  paid  certain  at  the  end  of 
any  year,  when  multiplied  by  the  fi*action  which  represents  the  chance 
that  the  person  will  die  during  the  year,  gives  what  it  is  worth  to  in- 
sure one  dollar,  to  be  paid  at  the  end  of  the  year,  in  case  the  insuxed 
dies  during  the  year:  let  us  suppose  that  out  of  one  hundred  persons 
alive  at  the  beginning  of  the  year,  it  is  known  that  one  of  them,  and 
one  only,  will  die  during  the  year.  The  value  of  one  dollar,  to  be 
paid  certain  at  the  end  of  one  year,  in  the  particular  case  of  interest 
at  fotir  and  one  half  per  cent,  is  $0.956938.  The  chance  that  the 
person  will  die  during  the  year  is  one  out  of  one  hundred.  To  make 
it  certain  that  his  heirs  will  obtain  one  dollar  at  the  end  of  the  year, 
he  must  advance  $0.956938  at  the  beginning  of  the  year.  But  the 
one  dollar  is  not  to  be  paid  certain  :  it  is  to  be  paid  only  in  case  he 
dies.  Suppose  the  whole  one  hundred  persons  are  insured;  then, 
wnce  there  is  but  one  to  die,  and  but  one  dollar  to  be  paid,  each 
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person  will  have  to  give  only  the  one  hundredth  part  of  $0.956938  in 
order  to  make  up  what  is  necessary  to  pay  this  $1  at  the  end  of  the  year. 
Therefore,  $0.956938  divided  by  100  is  what  each  man  would  have  to 
pay.  In  case  it  is  known  that  two  persons  out  of  the  one  hundred  will 
die,  the  amount  requisite  to  effect  the  insurance  will  be  twice  as  much 
as  before,  because  two  dollars  must  be  paid  certain  at  the  end  of  the 
year.  The  chance  that  each  person  may  die  during  the  year  is  twice 
as  great  as  in  the  first  case,  and  is  therefore  two  out  of  one  hundred ; 
and  the  amount  that  each  person  will  have  to  pay  for  his  insurance  is 
$0.956938,  divided  by  100,  and  the  result  multiplied  by  two.  In  case 
it  is  known  that  all  of  them  wiU  die  during  the  year,  the  fraction 
which  represents  the  chance  that  any  particular  individual  will  die 
becomes  |f  |,  or  unity.  This  represents  the  certainty ;  and  to  insure 
one  dollar  to  be  paid  at  the  end  of  the  year,  to  the  heirs  of  the  in- 
sured, in  case  he  dies  during  the  year,  each  person  will  now  have  to 
P^y  Hi  o^  $o*95693^>  that  is  to  say,  each  must,  in  this  case,  pay 
enough  to  make,  with  interest  at  four  and  one  half  per  cent  added, 
the  full  amount  for  which  he  is  insured 

To  INSURE  One  Dollar  for  One  Year  at  Age  30. — The  table 
shows  that  out  of  100,000  persons  living  at  age  ten,  there  will  be 
85,441  living  at  age  thirty.  The  number  of  deaths  between  age  thirty 
and  age  thirty-one  is  720.  Therefore,  jJJJy  ^s  the  fraction  which 
represents  the  chance  that  the  insured  will  die  before  he  is  thirty-one 
years  of  age. 

The  present  value  of  one  dollar  to  be  paid  certain  at  the  end  of  one 
year  has,  in  the  case  of  interest  at  four  and  one  half  per  cent,  been 
found  to  be  equal  to  $0  956938.  Now,  multiply  this  by  the  fraction 
liff  T>  which  represents  the  chance  that  the  insured  will  die  during 
the  year  between  age  thirty  and  age  thirty-one,  and  we  have 
$0.0081064.  This  is  the  value  0/  the  risk  on  one  dollar ^  or  what  it 
is  worth  to  insure  one  dollar  to  be  paid  to  the  heirs  of  a  person  at  the 
end  of  one  year,  in  case  he  dies  during  the  year,  the  age  of  the  insured 
being  thirty  years  at  the  time  he  took  out  the  policy.  It  would 
require  one  thousand  times  as  much  to  insure  one  thousand  dollars 
as  it  does  to  insure  one  dollar,  and  half  as  much  to  insure  half  a 
dollar  as  it  does  a  whole  dollar.  We  can  obtain,  by  using  the  mor- 
tality table,  the  fraction  representing  the  chance  of  a  person  dying 
during  the  year  at  any  named  age,  just  as  we  did  in  this  case  for 
age  thirty.  We  have,  therefore,  already  determined  the  means  for 
calculating  the  sum  that  will  insure  any  given  amount  to  be  paid  to 
the  heirs  of  the  insured  in  one  year,  in  case  he  dies  during  the  year; 
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but  we  must  know  the  age  of  the  person,  the  rate  of  interest  must 
be  fixed,  and  a  mortality  table  must  be  available  for  use  in  the  calcu- 
lations. 

The  following  tabulated  statement  shows  the  mt  amount  that  will 
insure  $1000  for  one  year  at  different  ages  from  20  to  70  inclusive, 
the  calculations  being  all  based  upon  the  American  experience  table 
of  mortality,  but  at  different  rates  of  interest,  4, 4^,  5,  and  6  per  cent. 


Cost  of  Insurance  on  $1 000,  for  one  year^  at  different  Ages,-^America:i 

Experience. 


Age. 

Four  per  cent. 

Four  and  a  half 
percent 

FiTe  per  cent 

Six  per  cent. 

Age. 

39 

#7.504 

I7.469 

I7.433 

^7.363 

• 

at 

7.553 

7.517 

7.481 

7.411 

31 

7a 

7.603 

7.566 

7  530 

7.459 
7.50? 

23 

as 

7.653 

7.616 

7-579 

a3 

44 

7.703 

7.666 

7.630 

7.558 

•4 

as 

7-754 
7«5 

7.717 

7.680 

7.606 

as 

a6 

7.780 

7-743 

7.670 

a6 

S 

7.881 

7-844 

7.806 

7.733 

1 

7.947 
8.034 

7.909 

7.871 

7.797 

88 

•9 

7-986 

l:S2 

7-873 

a9 

30 

8.X01 

8.064 

7.950 
8.039 

30 

31 

8.183 

8.144 

8.105 

3« 

3* 

8.376 

;.3«3 

8.a37 

8.197 

8.I30 

3a 

33 

8.343 

8.303 

8.334 

33 

34 

8.491 

8.451 

8.410 

8-331 

34 

35 

8.60a 

8.561 

8.530 

8.440 

35 

36 

8-739 

8.697 

8.656 

8.574 

36 

P 

8.879 
9.046 

8.837 
9.003 

1??? 
8.900 

8.713 

8.876 

% 

39 

9.318 

9-174 

9.130 

9-044 

39 

40 

9.418 

9-373 

9.338 

9.340 

40 

4« 

9.858 

9-577 

9-53« 

9-44« 

41 

4a 

9.811 

9-764 

9.673 

4a 

43 

10. 1 13 

lo  064 

10.016 

9  9aa 

43 

44 

10.413 

'0.363 

10.313 

I0.316 

44 

45 

»0'734 

I0.683 

10.633 

'0.531 

^ 

46 

II. 117 

I1.064 

XI. oil 

10.907 

46 

% 

««-539 

ix.484 

11.439 

'1.331 

'i.Sei 

47 

13.038 

«i.97i 

11.914 

48 

49 

13.603 

«3.54a 

13.48a 

ia.364 

49 

5» 

naji 

«3-'88 

'^"5 

•3.001 

50 

S« 

13.981 

»3-9»4 

13.8^ 

'3-717 
*4-5i8 

5' 

5a 

«4-797 

I4  7a6 

14.656 

S» 

53 

15.705 

"5-639 

X5-555 

'5.409 

53 

54 

16.737 

"6.647 

16.567 

'6.411 

54 

55 

17.857 

«7-77i 

18.938 

'7.530 

55 

56 

19.130 

19-039 

'8.760 

S6 

% 

ao-5'5 

ao.416 

ao.319 

ao.138 

57 

33.053 

ai.948 

31.843 

ai.637 

58 

59 

a3.769 

a3-656 

a3-543 

a3-3ai 

1' 

60 

a5.667 

»5-544 

35.433 

35.183 

60 

61 

V^ 

27  636 

37.503 

»7  a45 

61 

6a 

'9-944 

39.803 

39.530 

63 

63 

3a.638 

33.481 

33.3a7 

3a. 033 

63 

64 

3«.5«5 

35.385 

38.318 

34.786 

64 

65 

38.401 

37857 

65 

66 

43.OS6 

4r.835 

41.636 

4'.a3? 

66 

s 

45.8»5 

45-596 

45-379 

44-950 

% 

50.00a 

49.763 

49.536 

49058 

69 

54.579 

54.318 

54-060 

53-549 
58.484 

«9 

T^ 

59.608 

59-3a3 

S9.«H« 

?• 
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For  the  puqx)se  of  comparison,  the  following  table  is  inserted : 

Cost  of  Insurance  on  $1000^  for  one  year ^  at  different  ages. — Actuaries 
Table ^  four^  four  and  a  half  five^  and  six  per  cent. 


Age. 

Four  per  cent 

Four  and  a  half 
percent 

Fire  per  cent 

Six  per  cent. 

Age. 

JO 

^7.010 

16.977 

I6.944 

I6.878 

30 

31 

7  093 

7.059 

7.036 

6.959 

31 

aa 

7«77 

7x43 

7.109 

7.043 

33 

"3 

7a73 

7.338 

7.304 

7.136 

33 

a4 

7-37«  . 

7.336 

7.301 

7.333 

34 

as 

7-47» 

7-435 

7.400 

7.330 

35 

j6 

7  583 

7.547 

7. SIX 

7.440 

36 

a? 

7.698 

7.661 

7.635 

\^^ 

37 

a8 

7  8a6 

7.788 

8.034 

s8 

39 

7.956 

7.9x8 
8.063 

7.802 
7.948 

39 

30 

8. 101 

30 

3X 

8.348 

8.309 

8.X70 

8.093 

3> 

3»  • 

8.410 

8.370 

8.330 

8.353 

33 

33 

8.576 

8.535 

l:8J 

8.4x4 

33 

34 

8.746 

8.704 

8.581 

34 

35 

8.93X 

8.888 

8.845 

8.763 

35 

36 

9.iaa 

9.076 

9-033 

8.948 

36 

37 

9-3«4 

9.370 

9.335 

9.»38 

K 

38 

9-5*5 

9-435 

9.346 

38 

39 

9.741 

9.695 

9.649 

9558 

39 

40 

9.963 

9.9x6 

9.869 

9. 775 

40 

41 

io.ao4 

XO.X55 

10.X06 

XO.OII 

41 

43 

10.476 

10.433 

»o.37S 

10.378 

4a 

43 

10.818 

X0.766 

X0.7X5 

10.614 

43 

44 
45 

XX -347 
XX. 74a 

"!68^ 

X1.X40 
IX. 630 

IX. 035 
XI. sax 

44 
45 

46 

xa.34S 

13.386 

13. 337 

13.1X3 

46 

47 

ia.996 

13.934 

X3.873 

13.751 

:: 

48 

X3.7XI 

13.646 

13.580 

X3.453 

49 

14.48a 

X4.4ia 

«4.344 

14.309 

49 

SO 

i5-3a6 

XS-353 

15. '80 

15.036 

so 

51 

16.348 

I6.X7I 

16.093 

X5.94X 

5« 

5a 

17.857 

X7.X74 

18.371 

18.183 

16.931 

53 

S3 

X8.359 

X8.0I3 

53 

54 

19  Ma 
ao.831 
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To  INSURE  THK  WhoLE  .NUMBER  OF  PERSONS  LIVING  ACCORD- 
ING TO  THE  Table  at  Age  40  for  $1000  each  for  one  Year.— 
In  finther  illustration  of  the  question  of  net  premiums  and  net 
values  of  life  policies  in  case  the  insurance  is  for  one  year  only ; 
we  will  suppose  the  age  of  the  person  applying  for  insurance  is  40, 
the  mortality  table  used  the  actuaries',  and  the  rate  of  interest  is  four 
per  cent,  the  insurance  to  be  for  one  year,  the  amoimt  of  the  policy 
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$io,ooo,  and  the  insured  is  a  fair  average  of  mankind  in  health 
and  prospect  of  longevity.  What  amount  in  hand  ought  to  be  paid 
to  insure  $10,000  as  above,  leaving  out  all  consideration  of  expenses, 
and  having  neither  gain  nor  loss  represented  in  the  chances  of  the 
transaction  ? 

We  will  first  determine  the  amount  that  will  insure  $1.  The 
present  value  of  $1,  to  be  paid  certain  at  the  end  of  one  year^ 
interest  being  assumed  at  four  per  cent  per  annum,  is  equal  to 
$0.961538.  From  the  mortality  table  we  find  that  out  of  100,000 
persons  living  at  age  10,  there  are  78,653  living  at  age  40,  and 
that  815  of  these  will  die  during  the  year  between  age  40  and 
age  41.  Therefore,  yf  Jf^  is  the  fi-action  which  represents  the  chance 
that  the  insured  will  die  during  the  year;  and  this  multiplied 
by  $0.961538,  which  is  the  present  value  of  $1,  to  be  paid 
certain  at  the  end  of  one  year,  will  give  what  it  is  now  worth  to 
insure  the  $1,  to  be  paid  in  case  the  insured  dies  during  the  year. 
or  $0.961538  X  "7  #ii^= $0.009963432.  This,  multiplied  by  10,000^ 
makes  $99.63,  plus  a  fraction  of  a  cent,  which  is  the  net  premium 
that  will  insure  $10,000,  to  be  paid  to  the  heirs  of  the  person  insureii 
at  the  end  of  one  year  ;  provided  he  dies  during  the  year. 

Now  let  us  suppose  that  the  whole  number  living  at  age  40,  as 
shown  by  the  table,  that  is,  78,653  persons,  had  been  insured,  the 
815  who  died  would  each  have  had  $10,000  paid  to  their  heirs,  and 
there  would  have  been  nothing  left  at  the  end  of  the  year's  business. 
Every  one  of  the  whole  78,653  had  been  insured  for  one  year  in  the 
sum  of  $10,000  each;  but  only  the  heirs  of  those  who  died  were 
respectively  entitled  to,  and  were  paid,  the  $10,000.  The  aggregate 
payment  of  losses  by  death,  for  the  year,  amounted,  therefore,  to 
$8,150,000.  The  net  annual  premiums,  $99.63  each,  when  increased 
by  four  per  cent  interest,  amounted  to  $8,149,996.43. 

It  is  seen  from  this,  that  the  fraction  of  a  cent  omitted  in  each 
of  the  78,653  premiums  amounted,  in  the  aggregate,  to  $3.57  defi- 
ciency in  paying  $8,150,000  losses  by  death.  The  77,838  persons 
who  did  not  die  during  the  year,  in  this  case  receive  nothing.  They 
are  not  entided  to  any  thing;  they  had  their  lives  insured  during  the 
year;  they  each  paid  in  advance  a «^/  premium  amounting  to  $99.63; 
the  whole  of  this,  and  net  interest  on  it,  has  gone  to  pay  at  the  end  of 
the  year  $10,000  to  the  heirs  of  each  of  the  815  policyholders  that 
died  during  the  year. 

In  this  connection,  reference  will  be  made  to  the  net  value  of  life 
policies.     In  these  net  calculations,  based  on  a  table  of  mortality  and 
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rate  of  interest  designated  by  law,  it  is  assum  ^d  that  there  is  neither 
gain  nor  loss  to  the  insurer  or  the  insured ;  the  transaction  is  perfectly 
fair  and  equitable  between  the  two  parties  to  the  contract.  Expenses, 
dividends,  surplus,  and  profits  and  loss  are  in  these  calculations  left 
entirely  out  of  the  question. 

We  have  seen  78,653  persons,  each  being  a  fair  average  of  mankind 
in  health  and  prospect  of  longevity,  insured  at  age  40  for  one  year 
or  $10,000  each.  At  the  time  the  net  premium  was  paid,  it  is 
assumed  that  the  net  value  of  each  policy  to  the  policyholder 
was  equal  to  the  net  premium  paid  for  it.  At  the  end  of  the 
year,  the  value  of  the  policy  to  each  of  the  77,838  persons  that  did 
not  die  during  the  year  was  nothing.  Every  cent  of  the  n^t  premium 
they  paid  at  the  beginning  of  the  year,  and  net  interest  thereon,  was 
consumed  in  paying  the  policies  of  those  chat  died.  It  is  assumed 
that  the  rate  of  mortality  is  uniform  during  the  year,  and  that 
the  net  value  of  each  policy  therefore  diminishes  during  the  year  in 
proportion  to  the  time  elapsed.  That  is  to  say,  at  the  end  of  the 
first  month,  for  instance,  the  net  va;ue  of  the  policy  will  be  one  twelfth 
less  than  the  net  value  at  the  time  it  was  issued;  at  the  end  of  eleven 
months,  it  will  be  eleven  twelfths  less  -,  and  at  the  end  of  the  year,  the 
net  value  will  be  twelve  twelfths  less  than  when  it  was  issued,  tnat 
is,  it  will  be  worth  nothing. 

To  the  company  during  the  whole  period,  the  value  of  these  poli- 
cies is  nothing ;  because,  on  the  assumption,  the  company  can  not 
make  any  thing,  nor  can  it  lose  any  thing.  Its  province  is  to  insure 
these  policyholders.  Expenses,  profits,  dividends,  surplus,  etc.,  are 
not  now  in  the  question.  Suppose  that  only  one  half  or  one  tenth  of 
these  78,653  persons  had  been  insured  in  one  company,  it  is  clear 
that,  on  the  assumed  data,  whilst  the  company  would  have  had  but 
one  half  or  one  tenth  of  this  money  fi*om  net  premiums  with  which 
to  pay  losses  by  death,  they  would  have  had  but  one  half  or  one 
tenth,  as  the  case  might  be,  of  death-claims  to  pay. 

The  importance  of  a  net  valuation  in  this  case  has,  therefore,  no- 
thing to  do  with  the  money  value  of  one  or  all  of  these  policies  to 
the  company,  as  being  in  itself  of  any  value  "  to  the  company  to 
keep ;"  but  the  significance  of  the  valuation  lies  in  this,  the  company, 
or  whosoever  has  the  money  of  these  78,653  policyholders,  must 
show  at  all  times  during  the  year  that  they  have  the  meai.s  to  meet 
the  obligations  incurred.  For  instance,  suppose  that  six  months  of 
the  time  had  elapsed,  and  the  holders  of  the  money  could  show  that 
they  had  discounted  and  paid  one  half  the  losses  called  for  by  the 
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table  during  the  whole  year,  they  would  be  compelled  to  show 
available  assets  sufficient  to  meet  the  losses  that  will  occur  in  the 
second  half  of  the  year. 

Now,  let  us  suppose  that  at  the  beginning  of  the  year,  just  after 
these  78,653  persons  had  paid  their  net  annual  premiums,  one  half 
of  them  should  retire — ^**  retreat  from  the  bargain" — and  each  take 
back  his  $99.63  net  premium.  Will  the  insurance  strength  of  the 
company  be  affected  thereby  ?  Certainly  not,  in  case  the  mortality 
among  those  that  remain  in  the  company  conforms  to  that  called 
for  by  the  table. 

We  are  touching  upon  the  question  of  surrender  value,  which  will 
be  more  particularly  alluded  to  hereafter  in  this  report.  However,  in 
this  connection,  at  this  time,  we  desire  to  call  attention  to  the  follow- 
ing extract  from  a  communication  now  before  us.     The  writer  says, 

"  In  the  general  cases  that  arise,  it  can  not  be  successfully  maintain- 
ed that,  in  any  practical  business  sense,  a  policy  is  necessarily  worth 
to  a  company  the  present  value  of  the  net  contributions  it  will  nor- 
mally make  to  pay  death-claims  other  than  its  own.  If  the  company 
has  at  all  times  enough  persons  insured  to  cause  the  mortality 
among  them  to  conform  to  the  rate  of  mortality  designated  in  the 
table,  it  is  no  matter  whether  the  number  insured  is  100,000  or 
1,000,000.  The  company  with  1,000,000  policyholders  would  make 
no  more  out  of  the  normal  contributions  of  each  policyholder  to 
pay  death-claims,  than  the  company  with  only  100,000  policyholders 
would  make  out  of  that  part  of  the  net  premiums  of  each  of  its 
policyholders  which  goes  to  pay  death-claims. 

In  other  words,  in  case  900,000  policyholders  withdraw  from  a 
company  containing  1,000,000,  so  far  as  net  values  are  concerned, 
the  company  when  reduced  to  100,000  policyholders  is  just  exactly 
as  strong  in  resources  for  paying  death-claims  as  it  was  before  the 
900,000  withdrew.    This  is  so,  because  when  nine  tenths  of  them 
withdrew,  and  diminished  the  net  premiums  of  the  company  90  per 
cent,  their  withdrawal  diminished  the  death-claims  in  just  the  same 
proportion.    So  long  as  the  death-rate  conforms  to  that  designated  in 
the  table,  it  makes  no  diflference  to  the  company,  so  far  as  net  values 
are  concerned,  whether  the  number  of  the  insured  is  1000,  100,000, 
or  1,000,000.     Expense  incurred  in  the  transaction  of  the  business  of 
a  company  is  a  different  thing.     It  is  certainly  true,  that  the  working 
expenses  of  a  company  consisting  of  100,000  policyholders  ought  to 
be  less  on  each  policy  than  that  of  a  company  consisting  of  1000 
policyholders  should  be  on  each  of  its  policies.     So  far  as  net  values 
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are  concerned,  il  is  certainly  true  that  when  a  poh'cyholder  withdraws 
and  takes  with  him  the  net  value  of  his  policy,  the  company  is  just  as 
strong  after  the  withdrawal,  in  resources  from  which  to  pay  death- 
claims,  as  it  was  before  the  policyholder  withdrew.  This  arises  from 
the  fact  that  whilst  the  company  has,  by  the  withdrawal,  less  net  re- 
sources from  which  to  pay  death-claims,  it  has,  in  just  the  same  pro- 
portion, a  diminished  amount  of  death-claims  to  pay." 

Net  Single  Premium  for  Insurance  for  Whole  Life. — What 
sum  paid  in  hand  will,  on  the  supposition  that  the  mortality  table  and 
rate  of  interest  designated  by  law  as  the  basis  of  the  calculations  are 
correct,  be  the  exact  equivalent  of  $i  insured,  to  be  paid  at  the  end 
of  the  year  in  which  the  insured  may  die  ?  In  other  words,  we  have 
now  to  determine  the  amount  that,  if  paid  in  hand,  will  exactly  insure 
$1  for  whole  life.  The  mortality  table  gives  the  number  of  deaths 
each  year  out  of  a  certain  number  living  at  the  beginning  of  the  year, 
and  the  rate  of  interest  per  annum  is  designated,  and  is  to  be  com- 
pounded yearly.  On  data  arranged  in  this  way  by  separate  years, 
the  problem  before  us  reduces  to  this,  namely.  First  calculate  the 
present  value  of  the  amount  requisite  to  effect  the  insurance  each 
separate  year  that  the  insured  may  live,  as  indicated  by  the  designated 
table  of  mortality.  Then  add  together  these  respective  amounts  that 
are  found  to  be  necessary  to  effect  the  insurance  each  year,  and  their 
sum  will  give  the  amount  that,  if  paid  in  hand,  will  effect  the  insurance 
for  whole  life. 

Assume  that  the  age  of  the  person  at  the  time  he  insured  is  40, 
that  he  is  a  fair  average  of  insured  lives,  the  table  of  mortality  is  the 
actuaries',  and  the  rate  of  interest  four  per  cent,  compounded  annual- 
ly. We  have  already  found  that  the  amount  necessary  in  this  case  to 
insure  $1  to  be  paid  to  the  heirs  of  the  insured  in  case  he  dies  during 
the  first  year,  that  is,  between  age  40  and  age  41,  is  $0.009963432. 
Now  let  us  see  what  amount  of  money,  if  paid  in  hand  at  the  time 
the  policy  is  issued,  (age  40,)  will  secure  $1  to  be  paid  to  the  heirs  of 
the  insured  at  the  end  of  two  years,  in  case  he  dies  during  the  second 
year  from  the  date  of  the  policy.  This  problem  is  solved  separately, 
and  the  amount  we  are  now  to  find  insures  only  against  death  during 
the  seconc^^  year. 

Find  the  amount  that  will,  if  invested  at  4  per  cent  per  annum, 
compound  interest,  produce  $1  m  two  years.  To  do  this,  we  have  to 
divide  100  by  104 ;  this  gives  $0.96153846,  and  this  is  the  amount 
that  will  produce  $i  in  one  year  at  4  per  cent  per  annum.    Multiply 
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this  by  itself,  and  we  have  $0.92455621,  which  is  the  amount  that 
will  produce  $1  in  two  years  at  4  per  cent  compounded  annually. 

Now  the  question  is,  What  is  the  fraction  that  at  age  40  (the  time 
at  which  the  insurance  is  effected)  represents  the  chance  that  the  in- 
sured will  die  during  the  second  year,  that  is,  between  age  41  and 
age  42  ? 

By  the  actuaries*  table  of  mortality,  we  see  that  out  of  78,653  in- 
sured persons  living  at  age  40,  826  of  these  will  die  between  age  41 
and  age  42.  Therefore,  the  fraction  826  divided  by  78,653,  repre- 
sents at  the  time  this  insurance  is  effected,  age  40,  the  chance  that 
the  insured  will  die  between  age  41  and  age  42. 

Multiply  the  amount,  $0.92455621,  that  will,  at  the  designated  rate 
of  interest,  produce  $1  certain  in  two  years,  by  the  fraction  fflg, 
which  represents  the  chance  that  the  $1  insured  will  have  to  be  paid, 
and  we  have  $0.0097052,  which  is  the  amount  that  will,  if  paid  in 
hand  at  age  40,  insure  $1  to  be  paid  to  the  heirs  of  the  insured  in  case 
he  dies  during  the  second  year — ^between  age  41  and  age  42. 

In  like  manner,  we  can  find  the  amount  that,  if  paid  in  hand  at  age 
40,  will  insure  $i  to  the  heirs  of  the  insured  in  case  he  dies  during 
the  third  year — between  age  42  and  age  43  ;  and  for  each  and  every 
year  up  to  and  including  the  table  limit,  which  in  this  particular  case 
is  between  99  and  100. 

Now,  add  together  these  respective  yearly  amounts,  and  the  result 
gives  the  net  single  premium  that  will,  if  paid  in  hand  at  age  40^  in- 
sure $1  for  whole  life.         * 

The  amount  in  this  case  is  $0.38104 ;  multiply  this  by  1000,  and 
we  have  $381.04,  which  is  the  net  single  premium  that  will  at  age  40 
insure  $1000,  to  be  paid  to  the  heirs  of  the  insured  at  the  end  of  any 
year  in  which  he  may  die. 

Detail  Calculation  of  net  Single  Premium  for  Whole-Life 
Policies. — In  illustration  of  this  subject,  we  will  assume  that  the  age 
of  the  insured  is  50.  The  amount  insured  it  $1.  The  table  of  mor- 
tality used  is  the  American  experience,  and  the  rate  of  interest  is  45^ 
per  cent  per  annum,  compounded  yearly.  Opposite  age  50  in  the  fol- 
lowing table,  in  the  column  headed,  "  Value  in  hand  at  age  50  of 

$  I  to  BE  PAID  certain  AT  THE  END  OF  EACH  RESPECTIVE  YEAR,"  we 

find  the  amount  $0.956938.  This  is  the  amount  that  at  4  J^  per  cent 
will  produce  $1  in  one  year,  and  it  is  obtained  by  dividing  100  by 
104  j4'  This  is  to  be  multiplied  by  the  number  of  deaths  during  the 
year  between  age  50  and  age  5 1 ;  this  number,  as  shown  by  the  morta- 
lity table,  is  962,  and  it  is  placed  in  the  following  table  opposite  age  50. 
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in  the  column  headed,  "  Number  of  deaths/'  In  the  next  column, 
which  is  headed,  "  Number  living  at  age  50,"  we  find  the  number 
69804 ;  this,  too,  is  taken  fi*om  the  table  of  mortality.  The  product 
arising  fi-om  multiplying  $0.956938  by  962  is  divided  by  69804,  and 
the  result  is  $0.013188.  This  is  the  amount  that  at  age  50  will  in- 
sure $1,  to  be  paid  to  the  heirs  of  the  insured  at  the  end  of  the  year, 
in  case  he  dies  between  age  50  and  age  51. 

Opposite  age  5 1,  in  the  same  table,  in  the  column  headed, "  Value  in 
hand  at  age  50  of  $1,  to  be  paid  certain  at  the  end  of  each  respective 
year,"  we  find  the  amount  $0.915730.  This  is  the  amount  that  will 
produce  $1  certain  in  two  years,  when  invested  at  4^  per  cent  per 
annum,  compounded  annually,  and  it  was  obtained  by  multiplying 
$0.956938  by  0.956938.  Multiply  this  by  looi,  which  is  the  num- 
ber of  deaths  between  age  51  and  age  52,  and  divide  the  product  by 
69804,  which  is  the  number  living  at  age  50,  and  we  have  $0.013132. 
This  is  the  amount  that,  if  paid  in  hand  at  age  50,  will  insure  $1,  to 
be  paid  to  the  heirs  of  the  insured  at  the  end  of  the  second  year,  in 
case  the  insured  dies  during  that  year — that  is,  between  age  5 1  and 
^652. 

In  a  similar  manner,  the  calculations  as  shown  in  the  table  are 
made  each  respective  year  to  include  age  95,  which  is  the  limit  of  the 
table  of  mortality  we  are  now  using,  and  the  sum  of  all  these  respective 
yearly  values  gives  us  $0.430037.  This  amount,  if  paid  in  hand  at 
age  50,  will  exactly  insure  $1  for  whole  Hfe  on  the  data  assumed, 
namely,  the  American  experience  table  of  mortality,  and  4^  per  cent 
per  annum,  compounded  yearly. 

In  an  entirely  similar  manner,  the  calculations  can  be  made  at  any 
and  every  other  age  included  in  the  table  of  mortality,  and  upon 
any  designated  table  of  mortality  and  rate  of  interest. 

Having  found  the  net  single  premium  that  will  insure  one  dollar, 
the  net  single  premium  that  will  insure  any  other  amount  is  found  by 
a  simple  proportion. 
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txBLE.-'^Illusirating  the  manner  of  calculating  the  net  single  JWrniym 
far  a  Whole-life  Policy  for  $i  y  issued  at  age  50.  American  JSxpe^ 
riencCy  four  and  a  luUfper  cent. 


Age. 


Value  in  hand,  at  age 
50,  of  $x,  to  be  paid  cer- 
tain at  the  end  of  each 
respective  year. 


Number  of 
Deaths. 


Number  living  at 
age  50. 


Value,  in  hand,  at  age 
50,  of  Sx,  to  be  paid  at 
the  end  of  each  respec- 
tive year,  /rtfv&dlr^  the 
insured  dies  during  the 
year. 
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ss 
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= 

ss 
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^ 
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0.734828 

X 
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C9804 

^ 

57 
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X 
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69804 

^ 

5« 

0.672904 

X 

«394 

-1- 

69804 

=: 

g 
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-»- 

69804 

^ 

0.6x6199 

X 

1546 

-»- 

69804 

=: 

61 

0.589664 

X 

1628 

+ 

69804 

= 

6a 

0.56427a 

X 

17x3 

•¥■ 

69804 

^ 

63 

0.539973 

X 

1800 

•¥■ 

69804 

^ 

64 

0.516720 

X 

X889 

••- 

69804 

zz 

65 

0.494469 

X 

1980 

•¥■ 

69804 

zz 

66 

0  473176 

X 

2070 

•¥■ 

69804 

TS. 

% 

0.452800 

X 

2x58 

-H 

69804 

^ 

0.43330a 

X 

M43 

-•- 

69804 

^ 

69 

0.414643 

X 

2321 

-»- 

69804 

= 

70 

0.396787 

X 

239X 

-»- 

69804 

^ 

7X 

0.379701 

X 

2448 

-•- 

69804 

s 

7a 

0.363350 

X 

2487 

•¥■ 

^^^ 

=1 

73 

0.347703 

X 

2505 

■¥■ 

69804 

:b 

74 

o.33»73« 

X 

2501 

-»- 

69804 

ss 

?l 

0.31840a 

X 

2476 

•«- 

69804 

ss 

0.304691 

X 

2431 

^ 

69804 

s= 

77 

0.291571 

X 

2369 

-•- 

69804 

^ 

78 

0.279015 

X 

2291 

-»- 

69804 

:b 

L' 

0.267000 

X 

2196 

-1- 

69804 

SI 

0.255502 

X 

ao9x 

-»- 

69804 

S3 

81 

0.244500 

X 

1964 

-»- 

69804 

= 

83 

0.233971 

X 

x8x6 

-»- 

69804 

:= 

!3 

0.223896 

X 

1648 

-•- 

69804 

= 

84 

0.2x4254 

X 

1470 

-»- 

69804 

= 

!« 

0.205028 

X 

1292 

-•- 

69804 

s= 

86 

0.X96X99 

X 

11x4 

-»- 

69804 

= 

% 

0. X87750 

X 

933 

-•- 

69804 

ss 

0.X79665 

X 

744 

-•- 

69804 

:= 

«9 

0.17x929 

X 

555 

-»- 

69804 

S3 

90 

0.164525 

X 

385 

-•- 

69804 

=: 

91 

0.157440 

X 

346 

^ 

69804 

= 

9» 

0.150661 

X 

*32 

^ 

69804 

=3 

93 

0.144173 

X 

58 

-»- 

69804 

^ 

94 

o.x 37964 

X 

18 

-•- 

69804 

^ 

95 

o.x 32023 
Total 

X 

•  •  •  • 

3 

•♦• 

69804 

OI3I88 
0x3x32 
OI3I06 
013x06 
0x3140 
013x90 
013364 
0x3348 
013438 

0x354* 
0x3647 
0x375a 

0x3847 
0x3924 

013983 

014036 
0x4032 
013998 

013923 

0x3787 
0x3591 
0x33x6 
012946 
012478 
01x921 
0x1294 
OI06II 

009895 
009x57 

008400 

007654 

006879 
006087 
005286 
0045x2 

00379s 
003x31 
002509 
00x915 
00x367 
000907 

•00555 

000396 
000x20 
000036 

000006 


$0.430037 


Age. 


50 
SI 
5a 

53 
54 
55 

56 

57 
58 

59 
60 

6a 
63 
64 
65 
66 

67 
68. 

69 
70 

7» 

7* 

73 

74 

75 

76 

77 

78 

79 
80 

81 
82 
83 
84 
8s 
86 

87 
88 
80 
«o 
9« 
9» 
93 
94 
95 


This  is  the  net  single  premiam  at  age  50,  to  insure  %x  lor  whole  "^iSit, 
Toar  and  a  half  per  cent. 


American  experience  — 
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TABLES    OF   NET   SINGLE    PREMIUMS. 

For  purposes  of  comparison  and  general  illustration  the  following 
tables  are  given,  showing  the  net  single  premiums  that  will  insure 
$1000  for  whole  life,  at  ages  from  20  to  70  inclusive,  at  4,  4^,  5, 
and  6  per  cent  respectively : 


Net  Single  Premium — American  Experience. 


A«e. 

Four  per  cent. 

Four  and  a  half 
per  cent. 

Five  per  cent 

Six  per  cent 

Age. 

ao 

847.7^ 

217.448 

«92.545 

154.766 

90 

ai 

251.846 

221.155 

195.896 

XS7-476 

21 

aa 

256.076 

335.019 

199.402 

160.329 

22 

23 

260. 47a 

339.049 

303.071 

'63.334 

23 

a4 

265.04a 

233 .255 

206.913 

166.501 

24 

25 

269.794 

237.644 

210.937 

169.840 

35 

a6 

a74.737 

243.337 

215.155 

X73.364 

26 

a? 

279.87a 

347.005 

319.568 

177.075 
180.987 

s 

38 

285.207 

351.989 

324. 187 

»9 

290.754 

357.189 

229.035 

185. Ill 

29 

30 

296.514 

363.609 

234.084 

'89.454 

30 

31 

302-497 

268.361 

239  378 

194.029 

3' 

3* 

308.713 

*Z*'55 

244.922 

'98.853 

32 

33 

315. 167 

280.298 

250.718 

203.933 

33 

34 

3ai.86a 

286.692 

256.775 

209.275 

34 

35 

3a8  809 

293  353 

263.107 

214.898 

36 

336.032 

300.294 

269.728 

220.822 

36 

5 

343.088 

307-514 

276.552 

227.046 

32 

38 

359- »6 

3 '5  027 

283.859 

233.59' 

38 

39 

332.832 

291-385 

240.458 
247.676 

39 

40 

367-575 

330.946 

299  237 

40 

41 

376.167 

339-368 
348-X15 

308.371 

255.243 

4« 

4* 

385.060 

3«5.940 

363.183 

42 

43 

394-252 

357.190 

324.815 

371.505 
380.335 

43 

44 

403-751 

366.60a 

334.051 

44 

45 

413  551 

376.346 

343.646 

28Q.343   , 

45 

46 

423.659 

386.432 

353.613 

46 

47 

434  063 

396.848 

363 -939 

308.818 

47 

48 

444.762 

407 -597 

374.632 

3'9.X78 

48 

49 

455.744 

418.667 

385  679 

329.947 

49 

50 

467.046 

430.037 

397.060 

341.108 

50 

5« 

478.480 

441-695 

408.767 

352.653 

5' 

5a 

490  207 

453  636 

420.781 

364.572 

52 

53 

502.154 

465.819 

433.096 

376.857 

53 

54 

5M.307 

478.259 

445  698 

389.497 

54 

5| 

526.645 

490.935   . 
503.803 

458.564 

402.473 

55 

56 

539- '53 

471.681 

4'5  77X 

56 

% 

551.806 

516.866 

48s  024 

429.371 

% 

564.589 

530.099 

498.578 

443  255 

59 

577.482 

543.484 

5x2.321 

457405 

59 

60 

590.457 

556.989 

526.226 

47x792 

60 

61 

603.491 

570.591 

540.266 

486.390 

61 

6a 

616.557 

584.261 

553.566 

501 . 166 

62 

63 

629.630 

597.973 

568.631 

5x6.094 

63 

64 

642.687 

611.702 

582.906 

53 X. 146 

64 

6S 

655.699 

635.416 

597.198 

546.284 

65 

66 

668.630 

639.076 

611.467 

561.464 

66 

^ 

681.452 

652.653 

625.679 

576.648 

% 

694. 137 

666.114 

639.801 

59'.  797 

69 

706.647 

679.418 

653.787 

606.861 

69 

70 

7x8. ;6o 

692.540 

667.610 

62X.805 

70 

36 


Net  Sinde  IVemium — Actuaries. 


Age. 

Four  per  cent. 

Four  and  a  half 
percent 

Five  per  cent. 

Six  per  cenL 

At» 

ao 

a5«.907 

321.069 

19S.65X 

156.936 

,0 

ai 

256.564 

aa5.373 

199.598 

160.319 

ax 

33 

a6i.377 

229.830 

303.703 

163.662 

aM 

•3 

a66.357 

a.^4.458 

307.977 
3x3.418 

X67.366 

23 

34 

371.500 

239  a54 

171 .03a 

24 

a5 

376.816 

344.226 

317.037 

174.969 

as 

a6 

382.313 

349.384 

221.843 

179.089 
183.394 

36 

:i 

287.990 

354.728 

336.837 

27 

a93.856 

360.369 

332.030 

X87.896 

28 

a9 

399.913 

266.007 

337.435 

193.598 

39 

30 

306.168 

37 1.95a 

343.033 

197513 

30 

3« 

312.634 

378. X08 

348.856 

303.646 

31 

32 

319.389 

384.485 

354.907 

aoS.oiz 

32 

33 

326.167 

391.086 

361.191 

213.614 

33 

34 

333  a67 

397.933 

367.719 

319.469 

34 

3| 

340.600 

304.443 

374.506 

325-593 

35 

36 

348- «70 

313.346 

381.559 
388.893 

331.996 

36 

!i 

355-989 

319-951 

338.695 

li 

364.065 

337.838 

396.523 

245.710 

39 

372. 4«4 

336.013 

304.458 

a53.os3 

39 

40 

381.040 

344-491 

313.718 

360.747 
368.815 

40 

4« 

389.960 

353  393 

331.331 

4« 

4» 

399- 183 

363-435 

330.383 

377.375 

4» 

43 

408.709 

371.891 

339.600 

386. 134 

43 

44 

418.515 

381.668 

349.358 

a95.374 

44 

45 

4*8.571 

391.729 

359.336 

304-967 
314.899 

45 

46 

438.863 

403.054. 

.369.487 

46 

^l 

449.346 

413.604 

380.003 

335.138 

% 

48 

460.022 

433-390 

390.767 

335.656 

49 

470.878 
481.906 

434  364 

401.77s 

346.477 

49 

SO 

445  560 

413.024 

357  590 

50 

S« 

493  107 

456.95s 

434.503 

368.988 

51 

5a 

504  460 

468.537 

436.300 

380.661 

S» 

53 

515949 

480.293 

448.105 

393.600 

S3 

54 

527.567 

493.211 

460.304 

404.79a 

54 

5| 

539  3»» 

504  391 

473.498 

417.341 

55 

56 

551.157 

516.509 

484.966 

439.926 

56 

S 

563  103 

538.856 

497-596 

442.836 

% 

575.14a 

541-335 

510.393 

455.980 

59 

587.357 

553  935 

533-335 

469.337 

59 

60 

599.433 

566.610 

536.407 

483. 89X 

60 

61 

611.628 

579-346 

549-564 

496.593 

6t 

63 

623.826 

592  115 

•   563.783 

510.433 

62 

63 

635.995 

604.883 

576.033 

524.343 

$3 

64 

648.120 

617.633 

589.39a 

538.334 

64 

65 

660.171 

630.335 

602.530 

553.359 
566.386 

51 

66 

672.124 

643.961 

615.716 

66 

69 

683.968 

655.491 

628.830 

580.390 

69 

695  654 
707.192 

667.893 
680.154 

641.835 
654-713 

gJ:?|S 

TO 

718.569 

693.271 

667.474 

621.973 

10 
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The  net  single  premium  to  insure  Ji  at  any  age  for  irhole  life  iv^as 
calculated  by  assuming  that  each  separate  year  provided  insurance 
for  itself;  and  we  find  that  when  the  respective  amounts  that  will 
effect  insurance  for  each  separate  year  are  all  added  together,  the  net 
single  premium  resulting  therefrom  is  exactly  sufficient,  when  in- 
creased by  net  interest,  for  one  year,  to  pay  cost  of  insurance  on  the 
amount  the  company  has  at  risk  during  the  year,  and  leave  in  the 
hands  of  the  company  the  net  single  premium  necessary  to  effect  the 
insurance  for  whole  life  at  an  age  one  year  greater  than  that  of  the  in- 
sured at  the  time  the  policy  was  first  taken  out.  From  this  it  is  clear 
that  each  respective  year  is  separately  provided  for  by  the  net  single 
premium,  and  that  in  strict  equity,  on  the  principles  upon  which  cal- 
culations of  net  values  are  made — at  the  beginning  of  any  year,  in  case 
the  insurance  is  not  renewed,  the  policyholder  would  be  entitled  to 
the  net  single  premium  which  was  on  hand  at  the  end  of  the  preced- 
ing year,  and  which  was  produced  ft'om  his  money  after  all  the  in- 
surance he  had  fi-om  the  company  had  been  paid  for. 

The  net  single  premium  has,  each  year,  two  purposes  to  accomplish, 
namely,  to  effect  insurance  during  the  year,  and  provide  the  requisite 
deposit  at  the  end  of  the  year.  It  may  readily  be  divided  at  the  be- 
ginning of  each  year  into  two  parts,  one  of  which,  when  increased  by 
net  interest  during  the  year,  will  pay  cost  of  insurance,  and  the  other 
▼iK  provide  the  requisite  deposit. 

Whenever  the  net  premium  paid  at  the  beginning  of  any  year  is 
greater  than  the  net  cost  of  insurance  during  that  year,  the  company 
has  in  possession  after  the  insurance  for  the  year  is  paid  for,  a  certain 
amount  of  the  policyholder's  money ;  and  in  case  of  the  death  of  the 
policyholder  during  the  year,  this  money  is  used  in  part  payment  of 
the  policy. 

By  first  finding  the  amount  of  the  policyholder's  money  that  will 
be  in  the  hands  of  the  insurer  at  the  end  of  the  year,  after  cost  of  in- 
surance during  the  year  has  been  paid,  and  then  subtracting  this 
from  the  amount  of  the  policy,  we  obtain  the  actual  amount  of  insu- 
rance the  insurer  has  agreed  to  give  the  policyholder  that  year.  This 
is  technically  called  the  amount  the  company  has  at  risk  during  the 
year.  The  policyholder's  own  money  furnishes  the  difference  be- 
tween the  face  of  the  policy  and  the  amount  the  company  has  at 
risk ;  and  this,  too,  after  the  policyholder  has  paid  the  net  cost  of  all 
the  insurance  he  has  had  during  the  year.  The  amount  the  company 
insures,  or  has  at  risk,  diminishes  fi*om  year  to  year,  as  illustrated 
m  the  following  table,  which  shows  the  net  single  premium  at  age 
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ao  for  a  whole-life  policy  for  $1000;  the  deposit  of  the  policyholder's 
money  that  will  be  in  the  hands  of  the  insurer  at  the  end  of  each 
year;  the  net  cost  of  insurance  on  $1  each  year ;  and  the  net  cost  of 
insurance  on  the  amount  the  company  insures  each  year,  for  every 
year  to  the  table  limit  of  mortality.  The  calculations  are  based  on 
the  American  Experience — four  and  a  half  per  cent  per  annum. 

Whole- Life  Iblicy  for  $1000,  paid  for  by  Net  Single  IVenduM. 
American  Eo^rience — Four  and  a  half  per  cent. 


1 
Net  Cost  tA 

Age. 

Net  Single  Pre- 
mium. 

Deposit    at    the 

end    of  any 

year. 

Amount  at  Risk, 

or    Amount    the 

Company  insures 

each  year. 

Net  Cost  of 
Insurance  on 
%\  each  year. 

Insurance  on 
the   Amount 
the  Companv 
insures  eacn 
year. 

Age. 

ao 

I217.448 

1231.155 

>778.845 

I0.007469 

^5!'7 

ao 

az 

221.155 

225.019 

774.981 

.007517 

5.836 

ai 

aa 

325.019 

229.049 

770.95* 

.007566 

5.833 

as 

23 

229.049 

233  255 

766.745 

.007616 

5  840 

23 

24 

233.255 

237  644 

762.356 

.007666 

5!*1 

34 

25 

237  644 

242.227 

757  773 

.007717 

5.848 

*i 

a6 

242  227 

247  005 

752.995 

.007780 

5.858 

a* 

27 

247- 005 

25J.989 

748.01  X 

.007844 

5.867 

«7 

a8 

25*. 989 

257.189 

742. 81 X 

.007909 

s  575 

aS 

29 

257- »89 

262.609 

737-391 

•^^g86 

5889 

«» 

30 
1» 

262.609 
a6S.26i 

368.261 

731. 739 
725.845 

5.901 
5.911 

3« 

274.155 

.008144 

32 

274-155 

280.298 

719.702 

.008237 

5.928 

32 

33 

280.298 

386.692 

713. 30S 

.00834a 

5950 

33 

34 

286.692 

293-353 

706.647 

.008451 

5  972 

34 

35 

293  353 

300.294 

699  706 

.008561 

5.990 

3$ 

36 

300-294 

307.514 

602.486 

.008697 

6.023 

36 

% 

307.514 

315  027 

684.973 

.008837 

6.053 

% 

3»5027 

322.832 

677 . x68 

.009003 

6.097 

39 

322.832 

330.946 

669.054 

.009x74 

6.138 

39 

40 

330.946 

339.368 

660.632 

.009373 

6.192 

40 

41 

339-368 

348.115 

651.885 

.009577 

6.243 

4« 

42 

348.115 

357. i90 

642.810 

.00981X 

6.307 

42 

43 

357   «90 

366.602 

633.398 

.010064 

6.375 

43 

44 

366.602 

376.346 

623.654 

.010363 

6.463 

44 

45 

376.346 

386.432 

613.568  . 

.010683 

6.554 

45 

46 

386.432 

396.848 

603.152 

.OZ1064 

6.673 

46 

47 

396.848 

407.597 

592  403 
581.333 

.011484 

6.803 

:j 

48 

407  597 

418.667 

.011971 

6.950 

49 

418.667 

430  037 

569.963 
558.305 

.013543 

7.148 

49 

50 

430  037 

44».695 

.01318S 

7  363 

50 

5« 

44»-695 

453.626 

546.374 

.013914 

7.602 

s« 

52 

453  626 

465.819 

534- x8i 

.0x4726 

7.866 

52 

53 

465.819 

478.259 

531. 74 I 

.015639 

8.154 

53 

54 

478.259 

490.925 

509.075 

.016647 

\'Vl 

54 

55 

490.925 

503.802 

496.198 

.017771 

8.818 

55 

56 

503.802 

5x6.866 

483.134 

.019029 

9.194 

56 

57 

516.866 

530.099 

469  90X 

.020416 

9-593 

57 

58 

530.099 

543.484 

456. 5«6 

.021948 

X0.O23 

58 

59 

543.484 

556.989 

443011 

.023656 

10.480 

59 

60 

556.989 

570. 59> 

429  409 

.025544 
.027630 

10.969 

60 

6x 

570.591 

584. 26X 

415.739 

XX. 480 
12.038 

61 

6a 

584.261 

597.973 

403.037 

.039944 

6a 

63 

597.973 

6z I . 702 

388.398 

.032481 

X2.612 

63 

64 

61 X. 702 

625.4(6 

374  584 

.035285 

13.217 

64 

J5 

625.416 

639.076 

360.934 

.038401 

13.860 

65 

66 

639.076 

652.653 

347-347 

.041825 

M.528 

66 

S 

653.653 

666.114 

333.886 

.045596 

15.224 

67 

68 

666.114 

679.418 

330.583 

.049763 

15-953 

68 

«9 

679.418 

692.540 

307.460 

.054318 

16.70X 

69 

70 

693.540 

705-444 

294.556 

.059323 

17474 

TO 
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WhoU'Life  Policy  for  %iooo— Continued. 


Net  Cost  of 

Age. 

Net  Single  Pre- 
mium. 

Deposit    at    the 

end   of    any 

year. 

Amount  at  Risk, 

or   Amount    the 

Company  insures 

each  year. 

Net  Cost  of 
Insurance  on 
Si  each  year. 

Insurance  on 
the  Amount 
theCompanv 
insures  eacn 
year. 

Age, 

7» 

^705  444 

^18.115 

I38X.885 

|o. 064753 

1x8.353 

7X 

72 

7»8.ixs 

730.564 

369.436 

.070557 

19.011 

72 

73 

730.564 

743.8x9 

357.181 

.076725 

X9-732 

73 

74 

74^.819 

700. 09^ 

a45.o83 

.083380 

30.4x1 

74 

75 

754  917 

333.x 10 

.090307 

31.051 

75 

76 

766.890 

778.765 

331.335 

.097905 

21. 660 

76 

'Z 

778.765 

790.547 
802.334 

ao9.453 

.106282 

33.346 

u 

78 

790.547 

297.776 

.1x5624 

33.868 

78 

29 

803.334 

8x3-795 

186.305 

.126061 

33. 473 

29 

80 

8«3  795 

835. X57 

X74-843 

.X38245 

34. 17X 

80 

81 

835.157 

836.33X 

163.669 

.X5X775 

34.841 

81 

83 

836. 33X 

847.361 

X5».639 

. 166791 

25.459 

83 

!3 

847.361 
858.359 

858.359 

141,641 

.1833x3 

25.964 

83 

^ 

869.377 

130.633 

.203257 

36.4x9 

84 

!l 

869.377 

880.305 

119.695 

.225408 

36.980 

85 

86 

880.305 

890.944 

109.056 

.254*40 

27.736 

86 

87 

890.944 

90X.054 

1^:^' 

.289972 

38.693 

% 

88 

901.054 

910.6x2 

.33x763 

39.656 

89 

9x0.613 

919.867 
938  980 

80.133 

.3788x6 

30.356 

89 

90 

919.867 
938.980 

71.030 

.43497a 

30.893 

90 

9« 

937.509 

63.491 

.509538 

3x842 

9x 

92 

937.509 

944  486 

55.5x4 
48.949 

.606947 

33694 

93 

93 

944.486 

955.051 

.703563 
.830333 

34.390 

93 

94 

95X-05X 

956.938* 

43.063 

35.32X 

94 

95 

956.938 

xooo.ooo 

oo.uuu 

•956938 

00.000 
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Insurance  for  a  Term  of  Years. — Referring  to  the  manner  in 
which  the  net  single  premium  for  a  whole-life  policy  is  calculated,  it 
will  be  readily  seen  that  by  adding  the  net  premium  for  insurance 
during  the  second  year  to  that  for  the  first  year,  we  will  have  the  net 
single  premium  in  hand  for  insurance  for  a  term  of  two  years.  By 
adding  to  this  the  net  premium  for  insurance  during  the  third  year, 
we  will  have  the  net  single  premium  for  insurance  for  a  term  of  three 
years,  and  in  like  manner  for  any  term  of  years  to  the  limit  of  the 
mortality  table. 

At  Age  30  to  insure  $1000,  to  be  paid  at  the  End  of 
Twenty  Years  in  case  the  Insured  dies  between  Age  49 
AND  Age  50. — ^To  show  the  manner  in  which  the  principles  hereto- 
fore alluded  to  in  this  report  are  adapted  to  the  calculation  of  net 
premiums  for  insurance ;  let  us  suppose  that  at  any  age,  say  30,  a 
person  desires  to  be  insured  for  any  amount,  say  $1000,  in  case  he 
dies  during  any  named  year,  say  the  twentieth,  which  will  be  between 
age  49  and  age  50. 

First,  the  person  must  be  a  fair  average  of  insured  lives.  Upon 
this  point,  the  business  of  life  assurance  depends  mainly  upon  the  at- 
tention, skill,  good  judgment,  and  integrity  of  the  medical  examiners. 
Next,  we  must  have  a  mortality  table ;  then  a  rate  of  interest  that 
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must  be  compounded  annually.  Now,  assume  first  that  the  amount 
insured  is  $i,  then  divide  loo,  by  loo  plus  the  rate  of  interest,  raise  the 
quantity  expressed  by  the  result  of  this  division  to  the  twentieth  power, 
that  is  to  say,  multiply  it  by  itself  nineteen  times.  This  gives  the 
amount  that,  if  invested  at  the  rate  and  regularly  compounded,  will 
produce  $i  certain  at  the  end  of  twenty  years.  Multiply  this  by  the 
fraction  which  at  age  30  represents  at  that  time  the  chance  that  the 
insured  will  die  between  age  49  and  age  50,  and  we  have  the  amount 
which,  if  paid  in  hand  at  age  30,  will  insure  $1  to  be  paid  to  the  heirs 
of  the  insured  at  the  end  of  twenty  years,  in  case  the  insured  dies  be- 
tween age  49  and  age  50.  Multiply  this  result  by  1000,  and  we  have 
the  net  premium  that  will  insure  $1000  as  above. 

For  example,  take  the  actuaries'  table  and  4  per  cent  interest.  The 
amount  that  will  produce  $1  in  one  year  is  in  this  case  $0.96153846. 
This  quantity,  multiplied  by  itself  nineteen  times,  or  raised  to  the 
twentieth  power,  becomes  $0.45638695 ;  and  this,  if  invested  at  4  per 
cent  and  compounded  regularly,  will  produce  $1  certain  in  twenty 
years. 

The  table  of  mortality  we  are  now  using  shows  that  out  of  86,292 
persons  living  at  age  30,  there  will  die  1063  between  age  49  and  age 
50.  The  fraction,  therefore,  which  at  age  30  represents  the  chance 
that  the  person  will  die  during  the  year  for  which  he  is  insured,  is  ex- 
pressed by  1063  divided  by  86,292.  Now,  multiply  the  amount  that 
at  the  designated  rate  of  interest  will  produce  $1  certain  in  twenty 
years  by  this  fraction,  which  represents  at  the  time  the  insurance  is 
effected  the  probability  that  the  insured  will  die  during  the  year  for 
which  only  he  is  insured,  and  we  obtain  $0.005622066;  and  this 
is  the  amount  that,  if  paid  in  hand  at  age  30,  will  insure,  on  the  desig- 
nated rate  of  mortality  and  of  interest,  $1  to  be  paid  to  the  heirs  of 
the  insured  in  case  he  dies  between  age  49  and  age  50.  Multiply 
this  by  $10,000,  and  we  have  $56.22066,  which  is  the  amount  that 
will  eflfect  insurance  on  $10,000  as  required. 

Now  let  us  suppose  that  the  whole  number  of  persons  designated 
in  the  table  of  mortality  as  living  at  age  30  are  each  insured  for 
$10,000,  to  be  paid  to  their  heirs  respectively  in  case  they  die  during 
the  2oth  year  from  the  time  the  insurance  is  eflfected.  Each  pays  his 
net  premium,  $56.22066.  The  aggregate  of  these  86,292  net  pre- 
miums amounts  to  $4,851,393.2785.  This  sum,  increased  by  4  per 
cent  compound  interest,  amounts  in  twenty  years  to  $10,630,000,074, 
with  which  to  pay  $10,000  to  the  heirs  of  each  of  the  1063  policy- 
holders that  died  between  age  49  and  age  50,  the  sum  required  being 
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$10,630,000.  In  this  case,  the  net  value  of  each  policy  at  the  time 
it  was  taken  was  the  net  premium  paid  for  it.  Now,  suppose  that  one 
half  of  these  86,292  policyholders  at  once  withdraw,  it  follows  in  case 
the  rate  of  mortality  amongst  those  that  remain  conforms  to  that  ex- 
piessed  in  the  table,  that  whilst  the  resources  of  the  company  from 
which  to  pay  death-claims  have  been  reduced  one  half,  the  amount 
of  death-claims  will  have  been  reduced  in  precisely  the  same  propor- 
tion, and  the  company,  after  the  withdrawal  of  one  half  of  the  insured, 
is  just  as  strong  in  resources  with  which  to  pay  death-claims  as  it  was 
before  one  half  of  its  policyholders  withdrew. 

Now,  suppose  that  all  the  policyholders  living  at  the  beginning  of 
tlie  20th  year  withdraw,  and  each  takes  with  him  the  net  premium  he 
paid  at  age  30,  and  compound  interest  thereon,  the  company  ia 
thereby  relieved  of  all  obligation  to  pay  losses  by  death,  and  there  is 
left  in  the  hands  of  the  company  all  the  net  premiums  paid  at  age  30 
by  the  policyholders  who  died  before  age  49.  It  is  very  clear  that,  in 
this  case,  those  policyholders  who  are  living  at  age  49  are  of  no  money 
value  to  the  company  "  to  keep,"  because,  if  they  remain  in  the  com  ■ 
pany,  it  will  surely  take  the  whole  of  the  86,292  net  premiums  paid  at 
age  30,  and  net  interest  thereon,  compounded  annually  for  twenty 
years,  to  pay  the  policies  of  the  1063  persons  who  will  die  between 
age  49  and  age  50.  On  the  contrary,  if  they  all  withdraw  at  age  49, 
there  will  be  a  large  amount  of  money  left  in  the  hands  of  the  com- 
pany, and,  in  this  particular  instance,  the  withdrawal  of  the  policy- 
holders is  a  very  decided  advantage  to  the  company.  This  arises 
from  the  fact  that  each  one  of  the  15,712  that  died  before  age  49, 
bet,  at  age  30,  that  he  would  die  in  the  20th  year,  and,  therefore,  at 
age  49  the  bets  of  all  those  that  had  previously  died  were  already 
lost,  and  had  been  won  by  the  company.  (In  a  purely  mutual  com- 
pany, the  amount  would  belong  to  the  policyholders  living  at  age  49.) 
If  all  the  policyholders  living  at  age  49  continue  in  the  company, 
1063  of  these  will  die  before  age  50,  and  their  heirs  will  be  respec- 
tively entitled  to  $10,000  at  the  end  of  the  20th  year  The  69,517 
persons  living  at  age  50  will  all  have  lost  their  bets  because  it  required 
the  net  premiums  of  the  whole  86,292  persons  insured  at  age  30,  and 
net  interest  thereon,  compounded  annually,  to  pay  at  the  end  of  the 
20th  year  $10,000  to  the  heirs  of  each  of  the  1063  that  died  between 
age  49  and  age  50.  It  appears  from  the  actuaries*  table  that  15,712 
of  the  whole  number  living  at  age  30  died  before  age  49.  Each  of 
these  paid  $56.22066  net  premium  at  age  30 ;  at  the  end  of  19  years,, 
that  is,  at  age  49,  this  net  premium  had,  at  4  per  cent  compound  in-- 
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terest,  amounted  to  $118.448451,  and  the  payments  of  the  whole 
number  that  died  amounted  to  $1,861,062.06. 

The  above  is  given  in  illustration  of  the  fact  that  it  may  happen 
that  every  policyholder  may  withdraw  from  a  company,  and  take 
with  him  his  rut  premium,  increased  by  net  interest  compounded  an- 
nually up  to  the  time  of  withdrawal,  and  the  company  gain  largely 
by  this  withdrawal — showing  that  in  certain  cases  a  policy  on  these 
net  calculations,  (where  the  policyholders  are  assumed  to  be  a  fair 
average  as  regarck  health  and  prospects  of  longevity,)  so  far  from  be- 
ing of  any  value  whatever  to  the  company  to  keep,  is  a  detriment, 
and  the  company  can  afford  to  pay  a  bonus  to  get  rid  of  its  obligation 
to  the  policyholder. 

Referring  again  to  the  net  single  premium  for  insurance  for  whole 
life,  and  bearing  in  mind  that  net  values  are  calculated  on  the  as- 
sumption that  this  is  a  perfectly  fair  bet  between  the  insured  and  the 
insurer,  neither  party  desirous  of  taking  the  slightest  advantage  of  the 
other,  but  accepting  as  the  basis  of  this  transaction  the  data  desig- 
nated by  law ;  we  find  that  the  insured  desires  to  make  an  arrange- 
ment by  which  to  provide  for  his  family  and  secure  for  them  a 
moderate  competency,  which  in  case  of  his  sudden  death  will  save 
them  from  poverty  and  want,  and  he  is  willing  to  pay  the  n^t  cost. 
The  insurer  effects  the  insurance  on  these  terms.     The  cost  year  by 
year  is  calculated  and  the  whole  added  together,  and  insurance  for 
whole  life  is  effected  by  his  payment  of  a  net  single  premium.     If  the 
insured  dies  the  first  year,  the  insurer  loses  the  bet ;  but  if  he  does  not 
die  the  first  year,  the  insurer  wins  the  cost  of  insurance  during  the  first 
year,  and  the  insured  loses  the  bet  on  that  year.     It  is  true  that  if  the 
insurer  had  lost,  he  would  have  had  to  pay  a  much  larger  sum  than 
he  would  have  won  in  case  the  insured  lived ;  but  the  chances  of 
winning  were  adjusted  in  precise  proportion  to  the  amount  staked. 
In  case  the  insured  loses  on  the  first  year,  and  the  loss  is  paid,  the 
insurer  and  the  insured  at  the  beginning  of  the  second  year  are  even. 
The  insured  has  had  insurance  for  one  year,  and  has  paid  for  it.     If 
he  does  not  want  any  more  insurance  after  having  paid  for  all  he  has 
had  up  to  the  time  of  proposed  withdrawal,  what  in  equity  should  be 
done  with  the  balance  held  by  the  company  ? 

Insurer  and  Insured  place  their  respective  Bets  in  the 
Hands  of  a  third  Party  or  Stakeholder. — ^To  elucidate  this 
proposition,  let  us  suppose  that  the  net  single  premium  to  effect  in- 
surance for  whole  life  had  been  by  the  insured  put  up  in  the  hands 
of  a  third  party,  and  that  the  insurer  had  put  up  in  the  hands  of  the 
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same  party,  at  the  same  time,  an  amoimt  which,  when  added  to  the 
net  single  premium,  would  produce  an  amount  at  the  end  of  the  first 
year  equal  to  the  sum  insured.  If  the  insured  did  not  die  during  the 
first  year,  the  stakeholder  would  at  the  end  of  the  first  year  pay  to  the 
insurer,  out  of  the  money  in  his  hands,  the  cost  of  insurance  during  the 
first  year.  This  would  leave  in  the  hands  of  the  stakeholder  at  the 
beginning  of  the  second  year  the  net  single  premium  due  to  this  age 
put  up  by  the  insured,  and  enough  of  the  money  of  the  insurer  when 
added  to  this  net  single  premium,  and  placed  at  table  interest,  to 
secure  the  payment  of  the  policy  at  the  end  of  the  second  year.  At 
the  beginning  of  the  second  year,  the  new  bet  entered  into  at  that  time 
is  based  upon  perfectly  equal  chances,  just  as  at  the  beginning  of  the 
first  year,  and  it  is  as  equitable  to  withdraw  the  bet  at  the  beginning 
of  this  second  year  as  it  would  have  been  to  withdraw  it  immediately 
after  it  was  made  at  the  beginning  of  the  first  year,  before  any  respon- 
sibility had  been  incurred  by  either  party ;  that  is  to  say,  nothing  fur- 
ther than  a  perfectly  equitable  transaction,  by  which  the  chances  of 
gain  or  loss  were  exactly  balanced,  and  then  immediately  to  agree  that 
neither  party  would  take  these  chances.  The  idea  has  been  incul 
cated  that  when  the  insurer  has  agreed  with  the  insured  upon  terms 
resulting  firom  these  net  calculations,  there  is  something  in  this  argu- 
ment that  makes  the  insured  of  some  specific  money  value  to  the  in- 
surer "  to  keep."  Suppose,  now,  that  we  assume  at  the  beginning  of 
the  second  year  both  the  insured  and  the  insurer  are  willing  to  stop 
the  bet — in  other  words,  by  mutual  consent  the  bet  is  to  be  with- 
drawn at  the  beginning  of  the  second  year — what  in  equity  ought  the 
stakeholder  to  do  with  the  money  ?  In  case  there  was  in  the  ori- 
ginal agreement  no  positive  condition  to  the  contrary,  he  would,  after 
having  settled  up  the  first  yearns  bet,  and  paid  the  insurer  all  he  had 
won,  return  to  each  of  them  the  stake  he  holds,  as  received  fi^om  each 
in  trust  for  a  certain  purpose.  The  purpose  having  been  accomplish- 
ed and  the  transaction  equitably  settled  up  to  the'  time  of  withdrawal 
by  mutual  consent,  there  seems  to  be  no  room  for  doubt  in  the  mind 
of  the  stakeholder  as  to  what  in  strict  equity  should  be  done  with  the 
money.  In  case  the  insurer  insists  upon  the  money  of  the  insured 
being  retained  by  the  holder  of  the  stakes,  and  will  not  consent  that 
each  party  shall  withdraw  his  own  money,  then  the  original  bet  must 
continue,  and  the  insured  must  continue  to  be  insured.  These  calcu- 
lations of  net  value  based  upon  a  legal  table  of  mortality  and  rate  ot 
interest,  for  a  perfectly  equitable  transaction  between  the  insurer  and 
the  insured,  give  no  data  by  means  of  which  to  settle  this  dispute 


about  withdrawal  after  a  policyholder  has  positively  agreed  to  remain 
in  a  company  for  life,  or  for  a  specified  term  of  years,  and  who  after- 
ward wishes  to  withdraw  before  the  expiration  of  the  term  without 
the  consent  of  the  company.  This  question  of  violation  of  contract 
takes  us  amongst  the  expenses,  dividends,  surplus,  and  prospective 
loss  or  gain,  which  are  all  questions  of  common  business  and  of  com- 
mon law.  But  if  the  question  is  to  be  settied  on  net  values,  and  in 
equity,  without  reference  to  the  terms  of  the  policy,  it  would  be  de- 
cided that  the  insured  could  retire  and  take  his  own  money  after  hav- 
ing paid  for  all  the  insurance  he  had  received  from  the  insurer,  and 
after  having  paid  any  damage  the  insurer  could  establish  that  he 
had  suffered  by  the  withdrawal.  This  damage,  if  any,  must  be  deter- 
mined in  common  law  by  ordinary  business  considerations. 

Now  let  us  suppose  that  the  insurer  proposes  to  withdraw  the  bet 
at  the  beginning  of  any  year.  No  harm  would  result  to  the  insured 
by  the  withlrawal  of  the  stakes,  and  discontinuance  of  insurance, 
provided  he  was  at  the  time  a  fair  average  of  those  of  his  age  in  health 
and  prospect  of  longevity.  But  in  case  the  insurer,  after  having  won 
say  twenty  or  more  of  these  yearly  bets,  should  find  that  the  insured 
was  at  the  point  of  death,  and  should  withdraw  on  that  account,  this 
would  be  a  violation  of  equity  and  fairness,  inadmissible  under  the 
original  assumptions.  But  if  a  company  desires  to  insure  lives  on 
these  terms,  that  is,  to  reserve  to  itself  the  right  to  discontinue  the  in- 
surance at  the  end  of  any  year,  merely  because  the  insured  at  that 
time  is  in  bad  health,  let  them  say  so,  and  state  it  distinctly  in  the 
policy  or  contract.  When  it  is  remembered  that  in  practice  the  com- 
pany is  the  holder  of  these  stakes,  it  is  not  probable  that  many  per- 
sons would  take  out  life  insurance  policies  with  a  company  that  re- 
served to  itself  the  right,  by  specific  agreement  in  writing,  to  discon- 
tinue the  insurance  whenever  it  was  supposed  the  policyholder  would 
soon  die. 

Life  insurance  contracts  are  usually  drawn  up  by  the  companies, 
often  with  unfair  terms  in  regard  to  forfeiture,  and  many  of  them  con- 
tain other  conditions  very  restrictive,  if  not  harsh  and  unjust  to  poli- 
cyholders. But  it  is  believed  that  none  of  the  companies  propose  to 
discontinue  the  insurance  when  they  think  a  policyholder  is  about  to 
die,  as  this  would  certainly  prevent  men  of  good  sense  from  seeking 
that  kind  of  insurance. 

Endowment. — An  endowment  is  an  obligation  on  the  part  of  a 
company  to  pay  the  insured  a  given  amount  of  money  at  a  particular 
age,  provided  the  insured  is  alive  at  that  time,  in  consideration  of  an 
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amount  paid  by  the  insured  to  the  company.  When  the  whole 
amount  is  paid  in  advance,  the  calculation  of  the  net  smgle  premium 
is  made  as  follows : 

First  find  the  amount  of  money  that,  if  paid  in  hand,  and  invested 
at  net  interest,  compounded  annually,  will  produce  $i  in  the  number 
of  years  at  the  end  of  which  the  endowment  is  to  be  paid.  Then,  as 
the  endowment  is  only  to  be  paid  if  the  person  is  alive  at  the  end  of 
the  designated  number  of  years,  we  must  multiply  the  amount  that 
will  produce  $i  certain,  as  specified,  by  the  firaction  which  represents, 
at  the  time  the  contract  is  made,  the  chance  that  the  insured  will 
be  alive  at  the  designated  time.  In  illustration,  suppose  the  age  of 
the  person  is  30,  what  is  the  net  single  premium  necessary  to  secure 
him  an  endowment  of  $10,000,  at  age  40,  in  case  he  is  alive  at  that 
age  ?     (Calculation  based  upon  actuaries'  4  per  cent.) 

The  amount  that  will  produce  $1  in  one  year  at  this  rate  is 
$0.96153846;  multiply  this  quantity  by  itself  nine  times,  or  raise  it 
to  the  tenth  power,  and  we  have  $0.67556417,  and  this  is  the  amount 
that  will  produce  $1  in  10  years,  at  4  per  cent,  compounded  annual- 
ly. But  the  amount  is  only  to  be  paid  in  case  the  insured  is  alive  at 
the  end  of  the  10  years.  From  the  mortality  table  we  are  now  using, 
we  find  that  out  of  86,292  persons  living  at  age  30,  there  will  be 
l^fiSS  living  at  age  40;  therefore,  78,653  divided  by  86,292,  ex- 
presses the  fiaction  that  at  age  30  represents  the  probability  that  the 
person  will  be  alive  at  age  40.  Hence,  $0.67556417,  multiplied  by  this 
fiuction,  gives  the  amount  which,  if  paid  in  hand  at  age  30,  will  in- 
sure an  endowment  of  $1  to  be  paid  to  the  insured  at  age  40,  if  he 
is  alive.  Multiply  this  by  10,000,  and  we  have  $6157.600,  which  is 
the  net  single  premium  for  an  endowment  of  $10,000  as  above.  This 
«^/  single  premium,  invested  for  10  years  at  4  per  cent  compound 
interest,  will  produce  $9114.752,  certain;  at  six  per  cent,  $11,- 
027.324;  at  10  per  cent,  $15,971,229.  The  premium  loaded  20  per 
cent,  amounts  in  10  years,  at  4  per  cent,  to  $10,937,702;  at  6  per 
cent,  $13,232,789;  at  10  per  cent,  $19,165,475.  In  view  of  these 
facts,  and  considering  the  additional  fact  that,  if  the  insured  dies  be- 
fore the  end  of  the  10  years,  neither  he  nor  his  heirs  get  a  cent  of  this 
mt  single  premium,  or  net  interest  thereon  returned,  the  circum- 
stances must  be  very  peculiar  in  order  ever  to  make  an  endowment 
of  this  kind  of  any  practical  use  to  the  insured. 

Term  Insurance  for  a  given  Number  of  Years,  combined 
WITH  Endowment  at  the  End  of  the  Term. — In  this  case  we 
may  calculate  the  mf  single  premium  for  the  term  insurance  as  before 
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explained,  and  then  calculate  the  net  single  premium  for  the  endow- 
ment, and  add  the  two  together.  This  result  can  be  obtained  by  a 
shorter  arithmetical  calculation  not  necessary  to  explain  here. 

Net  Annual  Premium  for  Whole-Life  Policies. — Having 
seen  how  to  calculate  the  net  single  premium  that  will  insure  one 
dollar  for  whole  life  at  any  age  included  in  the  table  of  mortality,  it 
is  now  proposed  to  see  how  the  exact  equivalent  can  be  determined 
when  the  payments  are  made  by  installment  instead  of  all  in  one  sum 
in  advance.  It  is  usual,  in  ordinary  whole-life  policies,  for  the  com- 
panies to  charge,  and  the  insured  to  pay,  equal  annual  premiums,  tlie 
first  in  advance,  and  one  at  tlie  beginning  of  each  following  year,  pro- 
vided the  insured  is  alive  to  make  the  payments.  When  the  net 
single  premium  at  any  age  has  been  accurately  calculated,  the  ques- 
tion arises.  What  is  the  net  annual  premium,  under  the  conditions  just 
named,  that  will  be  the  precise  equivalent  of  this  net  single  premium 
in  money  value  at  the  time  the  policy  issued  ? 

When  this  net  annual  premium  is  accurately  determined,  it  being 
the  precise  money  equivalent  of  the  net  single  premium,  and  the  net 
single  premium  being  just  sufficient,  on  the  data  designated,  to  effect 
the  insurance,  it  follows  that  its  precise  equivalent,  paid  in  equal 
annual  premiums,  will  also  be  just  sufficient  to  effect  the  insurance. 

To  enable  us  readily  to  solve  this  problem  for  determining  the  net 
annual  premium,  it  is  convenient,  first  to  find  the  value,  at  any  named 
age,  of  a  whole -life  series  of  annual  premiums  of  $i  each,  the  condi- 
tion being  that  the  first  payment  of  $i  is  to  be  made  at  the  time  the 
policy  is  issued,  and  that  $i  is  to  be  paid  at  the  beginning  of  each 
following  year,  provided  the  person  is  alive  to  make  the  payment. 
When  this  is  done,  the  problem  we  wish  to  solve  becomes  very  easy, 
because,  after  we  have  found,  at  any  named  age,  the  value  in  hand 
of  this  life  series  of  premiums  of  $i  each,  the  amount  will  be  to  the 
net  single  premium  at  that  age  as  $i  is  to  the  annual  premium  re- 
quired. We  will  use  the  American  experience  table  of  mortality  and 
4j  per  cent  interest. 

The  first  thing,  then,  is  to  find  the  value  at  any  age — say  50 — of  a 
life  series  of  annual  premiums  of  $1  each,  the  first  to  be  paid  in  ad- 
vance, and  $1  to  be  paid  at  the  beginning  of  each  following  year, 
provided  the  insured  is  alive  to  make  the  payments. 

The  first  annual  payment  is  to  be  made  in  hand,  and  its  value,  at 
the  time  the  policy  is  issued,  is  $1.  The  value  in  hand  of  $1  to  be 
paid  at  the  end  of  one  year,  interest  being  4J  per  cent  per  annum,  is 
100  divided  by  104 J;  but  this  second  payment  is  not  to  be  made 
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fr;fiifVf«*only  on  condition  that  the  insured,  aged  50,  will  be  alive  at 
age  51.  The  fraction  which,  at  age  50,  represents  the  chance  that 
the  insured  will  be  alive  at  age  51,  is  equal  to  the  number  living  at 
age  51,  divided  by  the  number  living  at  age  50.  From  the  table  of 
mortality  we  find  the  number  living  at  age  51  is  68,824,  and  the  num- 
ber living  at  age  50  is  69,804.  The  fraction  in  this  case  is,  therefore, 
HiH'  The  value,  at  age  50,  of  this  second  payment  of  $1  to  be 
made  at  age  51,  in  case  the  insured  is  alive  to  make  the  payment,  is 
equal  to  -}^Aj^x|f|H-  ^^  ^^^  manner,  the  value  of  the  third  pay 
ment,  which  is  to  be  made  at  the  end  of  two  years,  in  case  the  in- 
sured is  alive  at  that  time  to  make  the  payment,  is  equal  |f  J^  X  IHh> 
multiplied  by  the  fraction  which,  at  age  50,  represents  the  chance  at 
that  time  that  the  insured  will  be  alive  at  age  52  to  make  the  third 
payment  This  fraction  is  equal  to  the  number  living  at  52,  divided 
by  the  number  living  at  50,  which  we  see,  from  the  table  of  mortality, 
is  IJIf } ;  therefore  the  value  in  hand,  at  age  50,  of  the  third  payment 
of  $1,  to  be  paid  only  on  condition  that  the  insured  is  alive  at  age 

52,  is  expressed  by  HJjiXHKXJHH- 
In  a  manner  entirely  similar,  we  can  calculate  at  age  50  the, value 
in  hand  of  the  fourth,  fifth,  sixth,  and  every  payment  of  the  whole  life 
series  to  the  limits  of  the  table.  This  has  been  done,  and  the  simi  of 
the  respective  values  in  hand,  at  age  50  of  the  whole-life  series  of 
annual  premiums  of  $x  each,  is  found  to  be  $13.235802. 
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Valu^,  at  age  ^Oy  of  a  Whoie-Lifs  Series  of  Annual  Payments  of  %\ 
each.  The  first  payment  to  be  made  in  handy  and  one  at  the  begin- 
ning of  each  following  year,  provided  the  person  is  alive  to  make  the 
payment     American  Experience—four  and  a  half  per  cent. 


Value 

tin  hand,  at  age  50, 

Age. 

Value  in  hand,  at  a^e 
SO,  of  $t,  to  be  paid 

No.  living  at 
beginning  of 

N'a  living  at 

of  $1,  to  be  paid  at  the 
beginning  of  each  re- 

Age. 

certain  at  the  begin- 
uing  of  each  year. 

each  year. 
Numfraior. 

Dtnommator, 

spective  year,  provided 
the  powm  ia  alive  to 

*»                             » 

make  the  paymenL 

50 

$1.000000 

X 

69804 

«• 

69804 

■— 

$x  .000000 

SO 

51 

0.956938 

X 

68843 

+- 

69804 

zr 

0  043750 
0.889978 

Sx 

5> 

0.915730 

X 

6784X 

+• 

69804 

ss 

52 

53 

0.876297 

X 

66797 

+• 

69804 
69804 

:s 

0.838548 

53 

54 

0.838561 

4( 

65706 

+- 

= 

0. 78933 X 

54 

55 

0.802451 

X 

64563 

4- 

69804 

z= 

0.743303 

55 

56 

0.767896 

X 

36364       - 

4- 

69804 

^ 

0.69705X 

56 

% 

0.734828 

X 

63x04 

4- 

69804 

zz 

0.653770 

57 

0.703185 

X 

60779 

4- 

69804 

= 

0.6x3370 

58 

59 

0.673904 

X 

59385 

♦- 

69804 

3S 

0.573466 

1? 

60 

0.643928 

X 

579x7 

4- 

69804 

s: 

0.534273 

60 

61 

0.616199 

X 

56371 

«• 

69804 

s: 

0.4976x9 

61 

63 

0.589664 

X 

54743 

♦• 

69804 

= 

0.463437 

6a 

63 

0.564273 

X 

53030        . 

+■ 

69804 

= 

0.438677 

63 

*4 

0.539973 

X 

Sxa.30 

«- 

69804 

=: 

0.396293 

64 

65 

0.516730 

X 

49341 

4- 

69804 

^ 

0.365244 

65 

66 

0.494469 

X 

47361 

4- 

69804 

^ 

0.335490 

66 

% 

0.473176 

X 

45*91 

4- 

69804 

ss 

0.3070IX 

67 

0.452800 

X 

43x33        ■ 

4- 

69804 

ss 

0.379792 
0.353831 

68 

«9 

0.433302 

X 

40890 

4- 

69804 

ss 

69 

70 

0.414643 

X 

38569 

4- 

69804 

:s 

0.339x04 

70 

7« 

0.396787 

X 

36x78 

4- 

69804 

:= 

0.305647 

7X 

7a 

0.379701 

X 

33730        ■ 

4- 

69804 

ss 

0.  X8347S 

-m 

73 

0.363350 

X 

3x243 

4- 

69804 

sr 

0. 163639 

73 

74 

0.347703 

X 

38738 

4- 

69804 

=r 

0.143148 

74 

75 

o.33a73« 

X 

36337 

4- 

69804 

:= 

0. 135063 

Zl 

76 

0.31840a 

X 

33761 

4- 

69804 

= 

0. X08383 

76 

% 

0.304691 

X 

31330 

4- 

69804 

ss 

0.093104 

n 

0.391571 

X 

X8961 

4- 

69804 

^ 

0.079300 

79 

0.379015 

X 

16670        . 

■4- 

69804 

^ 

0.066633 

2 

86 

0.367000 

X 

X4474 

4- 

69804 

:= 

0.055363 

80 

81 

0.355S03 

X 

13383 

4- 

69804 

^ 

0.045335 

81 

8a 

0.344500 

X 

XO419 

4- 

69804 

^ 

0.036494 

83 

83 

0.333971 

X 

8603 

4- 

69804 

:s 

0.038836 

83 

84 

0.333896 

X 

6955 

4- 

69804 

= 

0.033308 

84 

85 

0.314354 

X 

5485 

4- 

69804 

^ 

0.0x6835 

8s 

86 

0.305028 

X 

4x93 

4- 

69804 

rs 

0.013316 

86 

87 

0.196199 

X 

3079 

4- 

69804 

= 

0.008654 

87 

88 

0.187750 

X 

3x46 

4- 

69804 

£5 

0.005772 

88 

89 

0.179665 

X 

1403 

+ 

69804 

ss 

0.003609 

89 

90 

0.17x939 

X 

847 

4- 

69804 

= 

o.oo3o86 

90 

9« 

0.164535 

X 

463        . 

4- 

69804 

*^ 

0.00x089 

9X 

92 

0.157440 

X 

3X6 

4- 

69804 

^3 

0.000487 

92 

93 

0. 150661 

X 

79 

4- 

69804 

^S 

0.00017X 

93 

94 

0.144x73 

X 

31 

■♦• 

69804 

= 

0  000043 

94 

«S 

0.137964 

X 

3 

■*• 

69804 

= 

0.000006 

95 

TotaL $«3.»358oa 
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Having  shown,  in  the  foregoing  table,  how  we  calculate  the  value 
at  age  fifty  of  a  whole-life  series  of  annual  premiums  of  $i  each, 
attention  is  called  to  the  fact  that  the  calculation  of  the  net  \alue  at 
any  other  age  of  a  similar  series  of  premiums  can  be  made,  in  a  like 
manner,  firom  data  based  upon  various  tables  of  mortahty,  and  at 
various  rates  of  interest.  Some  of  these  results  are  given  in  the  fol- 
lowing tables : 

Value  at  different  Ages  of  a  Life  Series  of  Annual  Bxyments  of 
$1  each.     American  Experience  Rate  of  Mortality. 


Age. 

Four  per  cent 

Four  and  a  half 
per  cent 

Five  per  cent 

Six  per  cent 

Age. 

ao 

$«9.S579 

^18.1726 

$16.9566 

#14. 93*5 
14.8846 

20 

21 

19.4520 

18.0665 

16.8862 

21 

aa 

19.3420 

17.9968 

16.8126 

14.8342 

22 

23 

19,2277 

17.9032 

16.7355 

14.7811 

a3 

H 

19.1089 

17.8055 

16.6548 

14.7252 

24 

as 

18.9854 

17.7036 

16.5703 

14.6662 

*5 

a6 

18.8568 

17.5972 

16.4818 

14.6039 

26 

a? 

18.7233 

17.4862 

16.3891 

14- 5383 

27 

28 

18.5846 

17-3705 

16.2921 

14.4692 

28 

*) 

:i:tjs 

I7.24«>7 

16.1905 

14.3964 

29 

30 

17.1238 

16.0R42 

14.3*29 

30 

31 

18.1351 

16.9926 

15-9731 

14.2388 

31 

3» 

17-9735 

16.8557 

15.8567 

14.1536 

32 

33 

17.8056 

16.7131 

15.7349 

14.0639 

33 

34 

17.6316 

16.5646 

15.6077 

13.9695 

34 

35 

17.4510 
17.2634 

16.4099 

15.4748 

13.8701 

35 

36 

16.2487 
16.08x1. 

15.3357 

13.7655 

36 

37 

17.069X 

15.1906 

13  6555 

37 

38 

16.8676 

15.9066 

150390 

13-5399 

38 

39 

16.6591 

15.7253 

14.8809 

13.4185 

39 

4» 

16.4431 

15-5369 

14.7x60 

13.2911 

40 

4« 

16.2196 

i5-34»3 

14.5443 

13- 1574 

41 

4* 

15.9884 

15-1382 

14.3653 

13.0171 

42 

43 

15-7494 

14  9275 

14.1789 

i2.870( 

43 

44 

15-S025 

14.7089 

13.9849 

12.7160 

44 

45 

15.2477 
14.9849 

14.4826 

13- 7834 

12.5549 

45 

46 

14.2484 

13  5741 

12.3865 

46 

47 

14.7144 

14- 0065 

13.3573 

12.2x09 

47 

48 

14.4362 

13.7569 
13.4998 

13  1327 

12.0279 

48 

49 

^*IS07 

12.9008 

11.8327 

49 

30 

13- 8583 

13- 2358 

12.6617 

11.6404 

50 

5« 

13.5595 

;::il£ 

12.4159 

11.4365 

51 

S» 

13.2546 

12.1636 

11.2359 

52 

53 

12.9440 

12.4049 

11.9050 

11.0089 

53 

54 

12. 6280 

12.116c 

11.6404 

10.7856 

54 

55 

12.3072 

11.8218 

11.3702 

10.5563 

55 

56 

11.9820 

ZX.5228 

11.0947 

10.32x4 

56 

*I 

11.6530 

11. 2194 

10.8145 

Z0.0811 

57 

58 

11.3207 

10.9121 

10.5299 

9  8358 

58 

59 

10.9855 

10.6013 

10.2413 

95858 

59 

60 

10.6481 

10.2877 

9-9493 

9.3317 

60 

61 

10.3092 

9.9718 

9.6544 

9.0738 

61 

6a 

9.9695 

9.6544 
9.3300 

9.3574 

8.8x27 

62 

63 

9.6296 

9.0587 
8.7590 

5-5190 

63 

64 

9.2901 

9.0172 
8.6987 

8.2831 

64 

65 

8.9518 

8.4588 

8.0156 

65 

66 

8.6156 

8.3814 

8.1592 

7-7475 

66 

s 

8.2822 

8.0662 

7.8607 

7.4792 

% 

6S 

7-9524 

7.7536 

7.5642 

7.2116 

69 

7.6272 

7.4446 

7-2705 

^:llfj 

69 

70 

7.3070 

7.1399 

6.9802 

70 

so 


Valu<  at  different  Ages  of  a  Life  Series  of  Annual  Bayinenis  of 
$1  ectch.     Actuaries  Rate  of  Mortality, 


Age. 

Four  per  cent. 

Four  and  a  half 
per  cent. 

Five  per  cent. 

SizperoenL 

Age. 

ao 

$19-4504 
19.3293 

I18.0886 

#16.8913 

#14.8943 

ao 

ax 

7.9887 

16.8084 

14-8361 

31 

33 

19  2043 

7.8853 

16.7333 

14.7753 

23 

^3 

«9  0747 
18.9410 

»7.7777 

16.6335 

14.7116 

23 

a4 

17.6663 

16.5391 

14-6451 

«4 

'A 

18.8037 
18.6598 

17.5508 

16.44M 

14.5756 

25 

«7.43«i 

16.3416 

14.5028 

a6 

S 

18.5133 

17-3069 

16.3364 

14.4267 

*2 

18.3597 

17. 1783 

16.1374 

14.3472 

aS 

a9 

i8.ao23 

17.0450 

16.0141 

14.2641 

29 

30 

18.0397 

16.9070 

158963 

14-1772 

30 

3« 

17.8718 

16.7640 

15.7739 

X4.0866 

31 

3» 

17.6985 

16.6159 

15.6469 

13.9918 

32 

33 

17.5196 

16.4636 

15.5149 
15.3778 

13.8028 

33 

34 

«7  3350 

16.3039 

13.7894 

34 

35 

«7«443 

16.1393 

X5.a354 

13.6812 

35 

36 

16.9476 

15.9689 

15.0880 

13.5681 

36 

32 

«6.7443 

15.7923 

14. 9333 

13-4497 

37 

38 

"6.534a 

15.6092 

14.7730 

13.3258 

38 

39 

16.3172 

15.4193 

14.6064 

13.1961 

39 

40 

16.0939 

15.2224 

14.43*9 

13. 0601 

40 

4« 

15.8610 

15.0181 

i4.»523 

12.9176 

41 

4a 

15.6213 

14.8060 

14.0641 

12.7681 

42 

43 

15-3736 

14.5863 

13868^ 
13.6656 

12.6116 

43 

44 

15.1186 

14.3591 

12.4484 

44 

45 

14  8571 

14.1255 

13.4562 

12.2789 

45 

46 

14  5896 

13-8857 

13-2408 

12.1035 

46 

» 

i4-3»70 

13.6407 

13.0300 

XX. 9227 

47 

X4  0394 

13.3905 

12. 7939 

11.7367 

48 

49 

13  757a 

13-1354 

13.5627 

11-5456 

49 

50 

13-4703 

12.8754 

12.3265 

11.3493 

50 

51 

X3  »792 

12.6108 

12.0855 

11  1479 

SI 

5a 

12.8841 

12  3418 

11.8398 

10.94x6 

52 

53 

12.5853 

12.06S8 

11.5898 

10.7307 

53 

54 

12.2832 

11.7920 

11-3357 

10.5153 

54 

55 

11.9779 

ii.5«i5 

11.0775 

10.3954 

% 

56 

11.6698 

11.2278 

10.8157 

10.0713 

57 

i«-3593 

10. 941 X 

10.5505 

9.8432 

57 

58 

11.0463 

10.6513 

10.3818 

9.6110 

58 

59 

10.7311 

10.3589 

10.0100 

9.3751 

59 

60 

10.4147 

X0.0643 

9  7355 

9- 1356 

60 

61 

10.0977 

9.7686 

9- 4592 

8.893s 

61 

6a 

9.7805 

9-4721 

0.1815 
8.9033 

8.6493 

63 

?3 

9.4641 

9- 1755 

8.4033 

63 

64 

9.1489 

8.8794 

8.6349 

8.1561 

64 

J* 

8.8356 

8.584s 

8.3520 

7  9083 

65 

66 

8.5248 

8.3913 

8.0700 

7.6605 

66 

% 

8.2x70 

8.0003 

7.7946 

^"♦'li 

67 

7-9130 

7.7123 

7.5215 

7.1668 

68 

69 

7.6139 

7.4376 

V^ 

6.9319 

69 

n 

7.3173 

7.146a 

6.6785 

:o 
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SPl     PAID     ANNUALLY    FOR    A    TeRM    OF    YeaRS    ONLY. — If    it  is 

desired  at  any  age  to  find  the  value,  at  that  age,  of  a  series  of  an- 
nual premiums  of  $i  each  for  a  limited  number  of  years,  the  first 
payment  in  hand  and  one  at  the  beginning  of  each  of  the  years  fol- 
lowing, provided  the  person  is  alive  to  make  the  payment,  we  pro- 
ceed in  the  calculation  as  above  described,  but  continue  the  respec- 
tive yearly  calculations  no  further  than  for  the  named  nimiber  of 
years.  By  this  means,  the  value  at  any  age  of  a  series  of  annual 
payments  of  $i  for  any  named  term  of  years  is  calculated. 

It  will  not  be  doubted  that  the  value  at  any  age  of  a  whole-life 
series  of  annual  payments  of  $2  each  will  be  twice  as  much  as  the 
value  of  a  similar  series  of  $1  each,  and  the  value  of  such  a  series  of 
premiums  of  half  a  dollar  each  will  be  half  as  much.  In  short,  it  is 
true  that  when  we  have  once  calculated  and  tabulated  the  value  at 
different  ages  of  a  life  series  of  payments  of  $1  each,  the  value  at 
any  of  these  ages  of  a  similar  series  for  any  named  amount,  can  be 
obtained  by  multiplying  or  dividing,  as  the  case  requires. 

Calculation  of  Net  Annual  Prbmiums. — When  the  net  sin- 
gle premium  that  will  insure  $1  for  whole  life  has  been  calculated, 
and  the  value  at  the  designated  age  of  a  whole-life  series  of  annual 
payments  of  $1  each  is  known,  we  obtain  the  tut  annual  premium 
that  will  insure  $1  for  whole  life  at  that  age  by  the  following  rule : 
Divide  the  net  single  premium  at  any  age  by  the  value  at  that  age  of 
a  whole-life  series  of  annual  payments  of  $1  each,  and  the  result  is 
the  net  annual  premium  that  will  insure  $1  for  whole  life  at  that  age. 
For  instance,  at  age  30  the  net  singU  premium  to  insure  $1  is 
$0.306169,  the  value  at  age  30  of  the  series  of  %\  premiums  is 
$18.039651,  therefore  we  have  the  proportion: 

$18.039651  :  $0.306169  :  :  $1  is  to  the  net  annual  premium  that 
at  age  30  will  insure  $1  for  whole  life. 

It  follows  too,  firom  this  general  reasoning,  that  if  it  is  desired 
to  convert  the  net  single  premium  into  a  limited  number  of  annual 

premiums,  or  equal  installments  for  a  specified  number  of  years,  we 
drst  find  the  value  at  the  age  in  question  of  a  series  of  annual  pay- 
ments of  $1  each  for  the  designated  term  of  years,  and  divide  the  net 
single  premium  by  this  value. 
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The  following  tables  show  the  net  annual  premiums  that  will  insure 
$1000  at  different  ages,  from  20  to  70  inclusive.  First,  on  the  Ameri- 
cah  experience  table  of  mortality,  4,  4)^,  5,  and  6  per  cent ;  and 
second,  on  the  actuaries'  table,  4,  4^,  5,  and  6  per  cent: 


Net  Annual  Premiums, — American  Experience, 


Age. 

Four  per  cent 

Four  and  a  half 
per  cent. 

Five  per  cent. 

Six  per  cent. 

Age. 

ao 

lia.669 

#11.966 

#".355 

#10.364 

30 

3Z 

«2.947 

la.aaS 

ii.6ot 

10.580 

ai 

aa 

X3.239 

12.503 

11.860 

10.808 

aa 

23 

13.547 

12.794 

«2. 134 

11.050 

"3 

24 

13.870 

13x00 

12.424 

11.307 

24 

*l 

14. all 

>3-423 

12.730 

11.580 

35 

a6 

14.570 

'3-765 

t3054 

11.871 

a6 

27 

14.948 

14.126 

13.397 

13. 180 

27 

28 

15.346 

X4-507 

13.760 

12.508 

aS 

29 

15.767 

14910 

14. 146 

12.858 

39 

30 

16. all 

X5-336 

M-554 

13.230 

30 

31 

16.680 

xS-787 

14.986 

13.637 

31 

32 

17. 176 

i6.a65 

15.446 

14.050 

33 

33 

17.700 

16.771 

15.934 

14.500 

33 

34 

«8.aS5 

>73o8 

16.45a 

14.975 

34 

35 

18.843 
19.464 

17.877 

17.002 

15. 494 

35 

36 

18.481 

17.588 

16.043 

36 

37 

ao.ia4 

19.123 

18.311 

16.637 

38 

20.824 

19.805 

18.875 

17.253 

38 

39 

21. 566 

ao.5a9 

19.581 

17.920 

39 

40 

22.354 

ai.301 

».334 

18.635 

40 

4« 

23.19a 

aa.iai 

31. 136 

19.399 

41 

4» 

32.996 

al.993 

ao.aiS 

43 

43 

24.988 

33.938 

33.908 

31.096 

43 

44 

26.044 

24.924 

33.886 

33.037 

44 

45 

a7.iaa 

25.986 

24.932 

33-046 

45 

46 

a8.a73 

27.iai 

26.050 

34.139 

46 

♦z 

a9-499 

28. 333 

27.347 

25.310 

47 

48 

30.809 

29.629 

3S.527 

36.536 

48 

49 

32.ao7 

31-013 

39.896 

37.873 

49 

50 

33-69J 

32  490 

31-359 

29.304 

SO 

S« 

35-288 

34068 

32.923 

30.836 

51 

5a 

36.984 
38.794 

35-752 

34-593 

33.476 

53 

53 

37-55» 

36.379 

34-233 

53 

54 

40.728 

39-473 

38.3S9 

36.113 

54 

55 

4a. 79a 

41-527 

40.330 

38.126 

55 

56 

44-997 

43-73» 

42.514 

40.38a 

56 

57 

47-353 

46. 069 

44  849 

43.593 

57 

58 

49-872 

48-579 

47-349 

45.065 

58 

59 

52.568 

51-366 

50.035 

47.717 

59 

60 

55  452 

54-i4» 

52.891 

50.558 

60 

61 

58 -539 

57-220 

55-960 

53602 

61 

6a 

61.844 

60.518 

59-248 

56.868 

6a 

J3 

65-385 

64-050 

62.773 

60.369 

63 

^ 

69.180 

67-838 

66.549 

64.134 

64 

is 

73  248 

71. 898 

70.600 

68.153 

65 

66 

77-607 

76-249 

74-943 

72.471 

66 

% 

83-279 

80.913 

79- 596 

77  100 

67 

87.a86 

85.911 

84-583 

82.06a 

68 

69 

92-649 

91.363 

89.934 

87.37s 

69 

70 

98- 393 

96.996 

95.643 

93.065 

7© 
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Net  Annual  lYemiums. — Actuaries, 


Age. 

Four  per  cent. 

Four  and  a  half 
percent 

Five  per  cent 

Six  per  cent 

Af«. 

x> 

$12.94^ 

$12,221 

$"•583 

$10,536 

20 

21 

X3.a73 

I2.52S 

11.875 

10  799 

31 

32 

13.6x0 

12.850 

12.182 

11.077 

33 

23 

«3-963 

13.188 

13.502 

11. 370 

33 

»4 

'4334 

«3.543 

12.843 

11.678 

a4 

>S 

14.722 

»3-9»5 

13.200 

12.004 

^3 

26 

I5-«*J 

14.307 

«3.576 

".349 

36 

^7 

»5.557 

14.718 

»3-97« 

12.712 

37 

28 

16.005 

«5.«5i 

X4-387 

13.096 

38 

*J 

16.477 

15.606 

14.826 

13.50a 

29 

30 

16.972 

16.0S5 

15.389 

13.93a 

30 

31 

*7  49a 

16.589 

15.776 

14.386 

31 

3» 

1S.040 

17.121 

16.291 

14.867 

33 

33 

X8.616 

17.681 

16.835 

15.376 

33 

34 

19.225 

18-373 

17.409 

15  9»6 

34 

35 

19.866 

18.898 

18.018 

16.490 

35 

16 

«>S44 

19  559 

18.662 

17.099 

36 

» 

21.260 

ao.260 

«9.345 

17.747 
»8.439 

% 

3-^ 

22.018 

21.003 

20.072 

n 

22.823 

21.791 

20.844 

19.176 

39 

40 

as  677 

22.630 

21.667 

19.965 

40 

41 

24.586 

33.534 

aa.545 

30.810 

4X 

4a 

as- 554 

26.58s 

24.478 

83.484 

31.716 

4a 

43 

25.490 

a4.487 

32.688 

43 

44 

27.682 

26.580 

as  5S8 

23.728 

44 

45 

a8.845 

27.732 

36.696 

34.837 

45 

46 

30.0S0 

28.954 

a7.905 

26.017 

46 

47 

31.385 

30.248 

39.186 

37.270 

47 

48 

32.767 

31.618 

30  543 
31.983 

38.597 

48 

49 

34a27 

33.068 

30.009 

49 

SO 

35-775 

34  605 

33  507 

3X  508 

50 

5« 

37  4»5 

36.235 

35.134 

33099 

51 

5s 

39151 

37.963 

36.842 

34  790 
36.586 

53 

53 

40.996 

39- 796 

38.664 

53 

54 

42.950 

41.74' 

4o.5'>8 

38 -495 

54 

55 

45.025 

43.S07 

43.654 

40.537 

55 

56 

47.230 

46.003 

44.839 

42  681 

56 

57 

40.57' 

48  317 

47-163 

44  989 

57 

58 

52.067 

50.bi3 

49.640 

47-444 

58 

59 

54.734 

51  473 

53.281 

50.063 

59 

60 

57  556 

56.399 

55098 

53.858 

60 

6i 

60.573 

.•!9-307 

5"^  008 

55  83S 

61 

62 

63.782 

63.511 

61.294 

59014 

63 

^3 

67. 100 

65  933 

64.69S 

62.397 

63 

^ 

70.841 

69.558 

68.324 

66.004 

64 

65 

74.7»8 

73.437 

72.186 

69-845 

65 

78  846 

77  546 

76.297 

73.936 

66 

ii 

*_ 

83- 337 

81.933 

80.675 

78-393 

67 

87.913 
92.892 

86.601 

85.333 

82.928 

68 

«9 

91.573 

90.395 

87.866 

69 

?c 

98.202 

96.872 

95.585 

93.131 

»• 

(*) 
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Trust  Fund  Deposit,  or  Reserve,  for  Whole-Life  PoLiats 
IN  Case  the  Payments  are  in   equal  Annual  Premiums. — 
This  fund  has  been  styled  by  the  highest  authority  "  The  great  sheet- 
anchor  of  life  insurance."     It  is  essential  that  its  peculiar  nature  be 
clearly  understood  by  all  who  have  any  thing  to  do  with  this  business. 
From  the  foregoing  table  of  net  annual  premiums,  actuaries'  4  per 
cent,  it  is  seen  that  at  age  42  the  net  annual  premium  that  will  insure 
$1000  for  whole  life  is  $25.55.     ^^  ^^^^  ^  borne  in  mind  that  this 
premium  is  to  be  paid  at  the  beginning  of  each  year,  provided  the 
person  is  alive  to  make  the  payment.     At  the  end  of  the  first  year,  or 
beginning  of  the  second — supposing  the  insured  to  be  alive — he  pays 
the  net  annual  premium,  $25.55,  ^^^  ^^  insured  for  another  year; 
but  he  is  now  43  years  old,  and  $26.58  is  the  net  annual  premium  re- 
quired to  insure  $1000  for  life  at  age  43.     Why  is  it  that  the  man 
who  was  insured  at  age  42,  and  who  has  been  insured  one  year,  and 
has  paid  for  that  insurance,  can,  at  43  years  of  age,  be  insured  by  the 
company  for  a  less  premium  than  is  required  to  insure  a  man  of  the 
same  age,  43 ;  but  who  now  takes  out  a  policy  for  the  first  time  in 
that  company  ?     Taking  for  further  illustration  a  still  greater  age,  we 
find  that  at  age  65  the  net  annual  premium  that  will  insure  $1000  for 
life  is  $74.72  ;  and  yet  the  person  who  took  out  his  policy  at  age  42, 
supposing  he  is  still  alive,  can  be  safely  insured  at  age  65  by  the  com- 
pany for  a  net  annual  premium  of  $25.55. 

How  is  this  ?    Why  is  it  that  a  man  65  years  of  age  can  be  insured 
safely  by  a  company  for  a  net  annual  premium  of  $25.55  ;  and  an- 
other man  of  the  same  age,  probably  in  better  health,  because  he  has 
just  passed  a  medical  examination,  can  not  be  safely  insured  by  the 
company  for  a  less  net  annual  premium  than  $74.72  ?     It  is  not  a 
fiill  answer  to  say  that  one  of  the  persons  has  been  insured  since  he 
was  42  years  of  age,  and,  therefore,  don't  have  to  pay  so  much.     Nor 
is  it  very  satisfactory  to  most  intelligent  business  men  to  be  told 
"  This  is  so,  because  it  is  thus  put  down  in  the  tables."    There  are 
now  largely  over  half  a  million  of  policies  on  lives  in  force  in  the 
United  States,  insuring  more  than  two  thousand  millions  of  dollars ; 
and  it  would  seem  that  the  amount  involved,  the  nature  and  charac- 
ter of  the  obligation  incurred,  and  the  immense  interests  that  are  di- 
rectly and  indirectly  involved  in  life  insurance  business,  as  it  stands  in 
this  country  to-day,  would  attract  the  close  attention  of  intelligent 
men. 

However  well  a  person  may  understand  how  to  calculate  the  net 
annual  premium,  unless  he  also  understands  the  nature  and  object  of 
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the  "  reserve,"  as  it  is  technically  called,  he  knows  nothing  of  the  rea* 
business  of  life  insurance ;  more  especially  in  tliese  days,  when  "  sur- 
plus "  and  "  dividends "  seem  to  be  all  the  rage,  both  with  policy- 
holders and  companies. 

The  net  annual  premium  is  calculated  to  provide  against  all  the 
probabDities  and  risks  of  the  insured  dying  in  any  year,  and  of  his 
policy  becoming  due ;  and  also  the  risk  of  his  being  alive,  from  year 
to  year,  to  pay  his  annual  premium.  The  net  annual  premium,  at  the 
rate  of  net  interest,  assumed  to  be  always  realized  and  compounded 
yearly,  is  exactly  sufficient  to  pay  its  proportion,  year  by  year,  of 
losses  that  will  occur  by  the  death  of  a  certain  number  of  policy- 
holders, as  given  by  the  mortality  table  used ;  and  at  the  same  time 
provide  for  the  payment  of  the  policy  at  the  death  of  the  policy- 
holder. At  the  end  of  each  year,  after  the  net  annual  premium  has 
paid  its  proportion  of  the  losses  by  death  for  the  year,  there  must  be 
in  the  hands  of  the  company,  on  account  of,  and  to  the  credit  of^  each 
and  every  outstanding  policy,  an  amount  in  money  or  securely  in- 
vested funds,  that  will  be  in  present  value,  in  hand,  the  equivalent  of 
a  life  series  of  annual  premiums,  each  of  which  is  equal  to  the  differ- 
ence between  the  net  annual  premium  the  insured  paid  on  taking  out 
his  policy  and  the  net  annual  premium  he  would  now  have  to  pay  if 
he  were  taking  out  a  new  policy  at  his  present  advanced  age.  This 
amount  that  must  be  in  the  hands  of  the  company  at  the  end  of  each 
year's  business,  to  the  credit  of  the  respective  policies,  is  variously 
styled,  by  life  insurance  writers,  "  reserve,'*  "  reserve  for  reinsurance," 
"  net  premium  reserve,"  "  net  value,"  "  true  value,"  "  self-insurance," 
etc,  etc. 

We  propose  now  to  see  how  it  is  computed.  As  before  stated,  the 
.net  annual  premium  to  insiure  $1000  at  age  42,  is  $25.55,  ^^^  ^^ 
net  annual  premium  to  insure  the  same  amount  at  age  43  is  $26.58. 
The  difference  between  these  two  premiums  is  $1.03.  The  value  at 
age  43  of  a  whole-Ufe  series  of  annual  payments  of  $1  is  from  the 
table  found  to  be  $15.373564.  We  can  find  the  value  at  the  same 
age  of  a  whole-life  series  of  annual  payments,  each  of  which  is  equal 
to  $1.03,  by  the  proportion:  $1  :  $1.03  : :  $15.373564  is  to  the 
answer.  Solving  this  proportion,  we  find  that  the  value  at  age  43, 
of  a  whole-life  series  of  annual  premiums   of  $1.03  is   equal   to 

$iS-S3477099- 
If  the  company  has  the  $15.83  on  hand  in  deposit,  which  is  the 

cash  equivalent  of  this  difference  in  the  future  net  annual  premiums ; 

this  amount  ol  cash  in  hand,  together  with  the  smaller  net  annual 
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premium  due  to  the  age  42,  is  just  the  same  value  as  the  net  annual 
premium  due  to  age  43.  This  $15.83  is  the  amount  that  must 
be  held  on  deposit  in  trust  for  the  policy  of  $1000  taken  out  at  age 
42,  at  the  end  of  the  first  year  of  the  policy. 

The  net  annual  premium  at  age  44  to  insure  $1000  for  whole  life 
is  found  firom  the  same  table  to  be  $27,682.  The  difference  between 
the  net  annual  premium  due  to  age  44,  and  that  which  the  person 
insured  at  age  42  will  pay  when  he  is  44  years  of  age  is  obtained 
by  subtracting  $25,554  firom  $27,682;  this  difference  is  $2,128, 
and  there  must  be  in  the  hands  of  the  company  a  deposit  at  the 
end  of  the  second  year  of  this  policy  equal  to  the  value  at  that  time 
of  a  whole-life  series  of  annual  premiums,  each  of  which  is  equal  to 
$2,128,  which  is  the  difference  between  the  net  annual  premium  due 
to  age  44  and  that  which  the  insured  will  pay.  From  the  table 
we  find  that  the  value  at  age  44  of  a  whole-life  series  of  net  annual 
p/emiums  of  $1  each  is  $15.118590.  We  find  the  value  at  same  age 
of  a  whole-life  series  of  annual  premiums,  each  of  which  is  $2,128  by 
the  proportion:  $1  :  $2,128  : :  $15.118590  is  to  the  answer. 

Solving  this  proportion,  we  find  the  value  sought  is  $32.17235952. 
This  is  the  fund  on  deposit,  or  tlie  "  reserve,"  for  this  policy  at  the  end 
of  the  second  year.  In  a  manner  entirely  similar  we  find  the  amount 
that  must  be  on  deposit  at  the  end  of  each  policy  year ;  and  if  the 
company  has  it  on  hand,  and  keeps  it  securely  invested  at  the  net  rate 
of  interest,  and  regularly  compounds  the  interest  yearly,  this  "  trust 
fund  deposit,"  together  with  the  present  value  of  the  future  net  an- 
nual premiums,  will  always  keep  the  policy  that  is  paying  the  smaller 
net  annual  premiums  due  to  the  younger  age  at  which  the  holder  en- 
tered the  company,  just  on  a  par  with  those  policies  that  come  in 
later,  or  at  a  more  advanced  age  of  entry,  and  pay  the  larger  annual 
premium  due  to  this  advanced  age. 

The  amount  of  this  deposit  may  be  calculated  by  a  somewhat  dif- 
ferent process,  as  follows :  At  the  time  the  contract  is  entered  into, 
the  value  at  that  time  of  the  whole-life  series  of  net  annual  premiums 
to  be  paid  for  the  policy  is  exactly  equal  to  the  net  single  premium 
at  that  age.  Remember  that  the  net  single  premium  is  obtained  by 
direct  calculation  for  insurance  each  separate  year,  and  we  convert 
the  net  single  premium  into  an  equivalent  net  annual  premium.  At 
the  end  of  any  policy  year  find  the  net  single  premium  due  to  that 
age,  then  find  the  value  at  that  age  of  the  series  of  net  annual  pre- 
miums the  insiured  is  to  pay ;  this  will  be  less  than  the  net  single 
premium  that  at  that  age  will  effect  the  insurance,  and  this  difference 
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is  the  amount  that  must  be  held  by  the  company  in  deposit  to  the 
credit  of  the  policy.  For  instance,  at  age  42,  the  net  single  pre- 
mium to  insure  $1000.  for  whole-life,  actuaries'  4  per  cent,  is  $399,184, 
and  this  is  the  value  at  that  age  of  the  whole-life  series  of  net  annual 
prenaums,  $25,554,  due  to  the  age.  There  is,  therefore,  no  deposit 
required  at  that  time.  At  the  end  of  the  twentieth  policy  year,  the 
insured,  if  alive,  will  be  62  years  old.  The  net  single  premium  re- 
quired to  insure  $1000  for  whole-life  at  62  is  $623,826.  Now  the 
value  at  age  62  of  a  life  series  of  annual  payments  of  $1  each  is 
$9.7805 ;  multiply  this  by  the  net  annual  premium  the  insured  is  pay- 
ing, that  is,  $25,554,  and  we  have  the  value  at  age  62  of  the  series  of 
net  annual  premiums  the  insured  is  to  pay.  This  amounts  to  $249.- 
930897 ;  but  direct  calculation  shows  that  the  insurance  on  the  as- 
sumed table  of  mortality  and  rate  of  interest  can  not  be  eflfected  at 
that  age  for  less  than  $623,826  net  single  premium.  The  difference 
between  this  sum  and  the  value  of  the  series  at  age  62  which  the  in- 
sured is  to  pay  must  be  held  by  the  company  in  deposit  to  the  credit 
of  the  policy ;  therefore,  subtracting  $249.930897  from  $623,826, 
we  have  $373,895,  which  is  the  sum  that  must  be  in  deposit  at  the 
end  of  the  twentieth  policy  year  belonging  to  a  policy  taken  out  at 
age  42  for  $1000. 

It  is  necessary  to  have  the  value  of  the  net  single  premium  at  each 
age,  and  all  that  portion  of  this  value  not  in  the  net  present  value  of 
the  futiu-e  net  annual  premiums  must  be  on  hand  in  deposit.  There- 
fore, a  company  that  charges  a  less  net  annual  premium  than  that 
called  for  by  the  table  of  mortality  and  rate  of  interest  designated  by 
law,  must  not  only  have  the  amount  in  deposit  called  for  by  this  cal- 
culation, but,  in  order  to  comply  with  the  established  legal  standard 
of  safety,  it  must  in  addition  have  on  hand  the  value  at  that  age  of  a 
life  series  of  annual  premiums,  each  of  which  is  equal  to  the  difference 
between  the  net  annual  premium  the  company  charges  and  the  net 
annual  premium  required  by  the  designated  legal  data.  It  is,  there- 
fore, not  only  necessary  to  know  that  the  company  has  the  amount 
in  deposit  called  for  by  the  established  legal  basis  of  safety,  but  it  is 
necessary  to  know  that  the  company  has  not  contracted  to  insure 
lives  for  a  net  annual  premium  less  than  that  required  by  the  same 
authority,  or,  in  case  it  has  done  so,  the  company  must  be  required 
to  add  to  what  would  be  the  legal  deposit,  in  case  the  future  net  pre- 
miums are  equal  to  those  required  by  the  law,  an  amount  equal  to 
the  value  at  that  time  of  a  series  of  annual  premiums  each  of  which 
is  equal  to  the  difference  between  the  net  annual  premium  called  for 
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by  the  legal  data  and  the  net  annual  premium  the  company  has 
agreed  to  receive. 

The  "  Reserve"  absolutely  necessary  to  enable  a  Life  In- 
surance Company  to  pay  its  Policies  at  Maturity,  by  net 
Calculations  on  the  designated  legal  Data. —  To  illustrate 
the  manner  in  which  the  "  deposit "  must  accumulate  in  the  ear- 
lier years  of  a  life  insurance  company,  in  order  to  enable  it  to 
meet  its  obligations  when  the  death-claims  exceed  the  premiums,  let 
us  suppose  that  a  company  insures  twenty  thousand  policyholders 
for  five  thousand  dollars  each,  at  age  thirty.  The  net  annual  pre- 
mium required  for  each  person  is  $84.85.  This,  on  20,000  poh- 
cies,  would  make  the  first  payment  of  annual  premiums  amount  to 
$1,697,000.  The  net  interest  is  assumed  to  be  four  per  cent,  and,* 
for  the  first  year,  it  amounts  to  $67,880.  The  company  has,  there- 
fore, the  first  year,  $1,764,880.  By  the  table  of  mortality  168  of 
the  insured  will  die  during  the  first  year ;  to  the  heirs  of  each,  the 
company  must  pay  five  thousand  dollars.  The  losses  by  death  are, 
therefore,  $840,000;  leaving  on  hand  with  the  company,  after  all 
the  death-claims  are  paid,  $924,880 ;  which  would  be  a  handsome 
"  surplus'^  at  the  end  of  the  first  year's  business,  but  for  the  fact  that 
every  dollar  of  this  sum  belongs  to  the  trust  fund  deposit,  and  is  an  al- 
ready ACCRUED  liability — A  DEBT. 

At  the  end  of  the  thirty-fourth  year,  the  deposit  for  each  outstand- 
ing policy  must  be  $2464.25.     The  table  of  mortality  shows  that 
11,297  of  the  policyholders  will  be  living  at  the  end  of  the  thirty- 
fourth  year ;  the  company  must,  therefore,  have  on  hand  a  trust  fimd 
deposit  amounting  to  $27,838,632.25.    We  find  that  11,742  policy- 
holders were  living  at  the  beginning  of  the  thirty-fourth  year ;  and 
their  net  annual  premiums  amounted,  in  the  aggregate,  to  $996,308.70. 
There  were  445  deaths  during  the  year,  and  the  aggregate  losses  by 
death  amounted  to  $2,225,000.  Thus  we  see,  in  this  year,  the  death- 
daims  exceed  the  annual  premiums  by  more  than  one  and  one  quar- 
ter millions  of  dollars.     But  the  company  has  on  hand,  in  deposit,  at 
the  end  of  the  year,  $27,838,632.25,  after  having  paid  the  death- 
claims.    The  company,  however,  is  not  rich,  nor  more  than  able  to 
pay  its  liabilities,  because  it  will  surely  take  the  last  cent  of  this 
amount,  and  all  the  future  net  annual  premiums,  and  compound  in- 
terest regularly  all  the  time,  to  enable  it  to  meet  and  pay  its  now 
rapidly  increasing  death-claims. 

Let  us  look  into  the  accounts  of  the  company  at  the  end  of  the  fif- 
tieth year.    The  "  deposit"  on  account  of  each  policy  at  the  end  of 
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this  year  is  $3708.20;  and  there  are  living  3080  policyholders.  The 
aggregate  "deposit"  for  the  outstanding  policies  at  this  time  is 
$11^21,256.  There  were  461  deaths  during  the  year,  and  the 
aggregate  of  policies  that  matured  during  the  year  amounted  to 
$2,305,000.  There  were  3541  policyholders  living  at  the  beginning 
of  the  year,  and  the  aggregate  of  the  net  annual  premiums  paid  by 
them  amounted  to  $300,453.85.  We  see  from  this,  that  the  losses  by 
death  during  the  year  exceeded  the  net  annual  premiums  by  more 
than  $2,000,000.  The  "deposit"  is  reduced  to  $11,421,256,  which 
is  less  than  one  half  the  amount  in  "deposit"  at  the  end  of  the 
thirty-fourth  year.  But  the  company  has  not  lost  money,  it  has  only 
been  paying  its  debts.  At  the  end  of  the  thirty-fourth  year  it  had 
more,  but  it  owed  more.  It  had  enough  then,  and  only  enough,  to 
pay  what  it  owed ;  it  is  in  the  same  condition  now. 

At  the  end  of  the  sixty-fifth  year,  *we  find  the  "  deposit "  that  must 
be  in  the  hands  of  the  company  to  the  credit  of  each  policy,  is 
$4560.87  ;  and  there  are  twenty  of  the  original  policyholders  living. 
The  aggregate  "  deposit "  for  these  twenty  outstanding  policies  is 
$91,217.40.  The  $27,838,632.25  that  the  company  had  on  hand  at 
the  end  of  the  thirty-fourth  year  is  now  reduced  to  less  than  $100,000. 
But  the  company  has  only  been  pajnng  its  debts  to  policyholders — 
not  losing  money.     In  fact,  it  had  none  to  lose  0/  its  own. 

At  the  end  of  the  sixty-ninth  year,  the  "  deposit "  amounts  to 
$4722.84;  and  there  is  one  policyholder  living.  He  pays  his  regu- 
lar net  annual  premium  the  day  he  is  ninety-nine  years  old.  The 
premium  is  $84.85.  This,  added  to  the  "deposit"  on  hand  at  the  end 
of  the  preceding  year,  makes  $4807.69  of  this  policyholder's  money 
in  the  hands  of  the  company  the  day  the  policyholder  is  ninety-nine 
years  old.  At  net  interest,  which  is  four  per  cent,  the  interest  for 
the  year  will  amount  to  $192.31 ;  and  this,  added  to  the  amount, 
$4807.69,  on  hand  at  the  beginning  of  the  year,  makes  $5000,  with 
which  to  pay  the  policy  of  the  last  policyholder  in  this  company. 

We  see  that  the  $27,838,632.25,  which  the  company  had  in  its 
possession  at  the  end  of  the  thirty-fourth  year,  belonging  to  policy- 
holders, has  been  paid  to  them.  The  policies  were  all  paid  at  matu- 
rity ;  the  company  has  nothing  left.  In  fact,  it  never  had  a  cent  ot 
its  own  during  the  whole  time,  although  we  have  seen  it  the  custo- 
dian, at  one  time,  of  nearly  twenty-eight  millions  of  dollars  of  other 
people's  money.  It  owed  every  cent,  and  it  paid  every  cent  it  owed. 
It  is  a  marked  peculiarity  of  life  insurance  business,  that  the  annual 
premiums  exceed  the  death-claims  for  the  first  thirty  or  forty  years ; 
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after  which  dine,  the  losses  by  death  largely  exceed  the  annual  pre- 
miums. The  trust  fund  deposit  is  a  fixed  mathematical  amount;  it 
increases  for  each  policy  at  the  end  of  every  succeeding  year  of  the 
existence  of  the  policy. 

In  further  illustration  of  the  amount  that  must  be  in  deposit  at  the 
end  of  each  succeeding  year  that  a  policy  is  in  force,  two  tables  are 
inserted  here;  one  based  upon  the  American  experience,  4,  4^,  5, 
and  6  per  cent,  the  other  upon  the  actuaries',  and  same  rates  of  in- 
terest. It  is  assumed  that  the  policy  in  each  case  is  taken  out  at  age 
45,  and  is  continued  to  the  limit  of  the  table. 

Deposit  at  the  end  of  each  Year  on  a  Whole-Life  Policy  for  $1000, 
taken  out  at  Age  45.     American  Experience, 


Age. 

Four  per  cent 

Four  and  a  half 
percent. 

Five  per  cent 

Six  per  cent. 

Age. 

45 

$17.24 
34-98 

$16.17 

$15.18 

$13.42 

45 

46 

32.87 

30.91 

27.41 

46 

47 

53." 

50.11 

47.21 

41.98 

47 

48 

7*95 
91.18 

67.86 

64.04 

57.25 

48 

49 

86.09 

81.38 

72.84 

49 

50 

110.72 

X04.78 

99.21 

89.09 

50 

5X 

130.7a 

133.91 

117.5a 

105.86 

51 

5a 

«5i.o9 

M3.47 

136.28 

"3.X5 

52 

53 

171. 8x 

163.41 

155.48 

140.93 

53 

54 

192.85 

183.72 

175.08 

159. '9 

54 

55 

214. x8 

204-37 

195.07 

177.90 

55 

56 

235 -75 

225.3a 

ais,40 

X97.04 

56 

5' 

257 -55 

246.54 

236.05 
256.98 

2x6.58 

% 

58 

279- 53 

a68.oo 

236.49 

59 

30X.66 

289.65 

278.17 

256.73 

59 

60 

323.88 

31X.46 

299.56 

277.27 
298.07 

60 

6x 

346.16 

333  38 

3ao.27 

61 

6a 

368.46 

355-37 

342.78 

319.07 

6a 

63 

390. 72 

377.38 

364  S3 

340.25 

63 

64 

412.9X 

399-37 

386.30 

361.56 

64 

55 

434  96 

421.28 

408.04 

382.91 

65 

66 

4^6.82 

443.05 

429.70 

404.28 

66 

^ 

478.45 

464.63 

45x21 

425.60 

67 

68 

499  78 

485.96 

472.52 

446.80 

68 

69 

520.78 

507.00 

493-58 

^tl-l* 

69 

70 

541  39 

527.69 

514.33 

488.62 

70 

7X 

561.58 

548.01 

534.74 

509.15 

71 

7a 

581.39 

567.97 

554.83 

529.43 

72 

73 

600.85 

587.62 

574.65 

549.  S« 

73 

74 

620.03 

607.02 

594.25 

569.44 

74 

75 

638.95 

626.22 

6x3  68 

589.27 

75 

76 

657-70 

645.26 

633.00 

609.06 

76 

77 

676.26 

664.15 

652.20 

629.18 

H 

78 

694.62 

6S2.88 

671.27 

648.50 

78 

79 

7x2.77 

70X.43 

690.20 

668.11 

1^ 

80 

730.56 

719  65 

708.82 

787.48 

80 

8i 

748.03 

737  56 

737.17 

706.63 

81 

82 

765.24 

755.25 

745  ^x 
763.44 

725  64 

8a 

23 

782.37 

772.89 

744.70 

83 

5^ 

799-49 
8x6.43 

790.55 

781.64 

763.91 

84 

85 

808.07 

799.73 

783.08 

85 

86 

832.90 

825. X3 

817.37 

801.85 
819.78 

86 

87 

848.53 

841. 34 

834.16 

H 

88 

863.28 

856.67 

850.07 

836.83 

89 

877.54 

871.51 

865.5a 

853-46 

89 

90 

891.5s 

886.13 

880.57 

870.02 

90 

91 

904.65 

899.80 

894  9 » 

885.88 

9» 

92 

915.3s 

910.99 

906.58 

S97.6« 

92 

93 

925.41 

921.51 

917.58 

909.62 

93 

94 

934-42 

930-95 

927 -45 

9».35 

94 

95 

XOOO.OO 

1000.00 

1000.00 

1000.00 

95 
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DifosU  at  the  end  of  each  Year  on  a  Whole-Life  Fblicy  for  $1000, 

taken  out  at  age  45.    Actuaries', 


Age. 


45 

46 
47 

4S 

49 
S» 
5» 
5* 
53 
54 
55 
S6 
57 
58 
59 
60 
61 
hi 

63 

64 
65 
66 

67 
6S 
69 
70 
7« 
7a 
73 
74 
75 
76 
77 
78 

79 
80 

S3 

83 
84 

86 

87 
83 

89 
90 
91 
9a 

93 
94 
95 
96 
97 
98 

99 


Four  and  a  half 

iir  per  osnL 

percent 

$18. ox 

I16.97 

3636 

34.3a 

55.04 

53.03 

74  03 

70,09 

93-34 

88.50 

11a. 94 

X07.33 

133.80 

136.37 

iSa.9i 

145.60 

»73.a4 

165.19 

193.79 

185.05 

2x4  S3 

»5.i4 

»35  43 

«S-44 

as6. 50 

a45.95 

277.70 

366.65 

399.01 

387.51 
308.44 

3».3S 

341.69 

3*9.44 

362.99 

^50.43 

38431 

37»-39 

40s  30 

39a  27 

436  33 

413  03 

446.93 

433  63 

467.39 

4Hoa 

487.58 

474. x8 

507.49 

494. TO 

537.09 

513-74 

546.45 

53308 

565.34 

553.09 

583  77 

570.76 

601.90 

589.07 

619.63 

607.01 

636.95 
653.85 

634.56 

641.71 

670.39 

658.43 

686.30 

674.73 

701.89 

690.63 

717.13 

706.19 

73»ao 

721.50 

746.8s 

736.61 

761. 4S 

75x63 

776.00 

766.56 

790.4a 

781.39 

804.73 

796.16 

818.87 

810.77 

832.73 

825.09 

846.24 

830. X2 

859.31 

852.68 

871.68 

865.54 

883.10 

877.43 

893.36 

888.12 

901.61 

896.73 

907.99 

903  37 

916.51 

913.37 

932.69 

939.21 

tooo.oo 

1000.00 

Five  per  cent. 


$16.01 

3a.4a 
49.33 
66.40 
83.96 
101.87 

130. 13 
138.70 

XS7.59 
176.77 
196.33 
315.94 

'35 -gx 

356.11 

376.51. 

297.04 

3x7.67 

33^*.  35 

359.04 

379.56 

400.38 

430.74 

44«.04 
461.  X4 
481. OS 
500.73 
530.13 
539. a3 
558.03 

576-49 
594-61 
613.37 
631.67 
646.73 
663.39 
679.48 

695  36 
710.99 

736.45 
741.84 

757.15 
773.40 
787.61 
803.67 

817.47 
83X.98 
846.03 

859.37 
87X.7X 

8S2.84 

89x79 
898.73 

907 
925 
1000.00 


Six  per  cent. 


1^14.38 
39.00 

44.«5 

59.7a 

75.90 

93.11 

10S.90 

136.08 

143.63 

X61.53 
179.78 

198.36 
317.37 

336.49 
ass -99 
a7S  70 
395.60 

3x5.63 
335.76 
355.94 

376. 13 
396.37 

4»6.33 
436. 33 
456.10 

47.^75 
495  ai 

514.44 
533.43 
5Sa.i4 
570.56 
588.68 
606.46 
633.88 

640.93 
657. 6-5 
674.08 
690.31 
706.41 
733.49 

738.54 
754.58 
770.61 
786.56 
802.26 
817.71 
832.73 
847.00 
860.26 

881 
889.34 
S/?.35 
918.56 
1000.00 


Age. 


a3 

88 


45 
46 
47 
48 
49 
50 
Sx 
Sa 
53 
54 
55 
56 

% 

59 
60 
61 
63 
63 
64 
65 
66 

67 
68 

69 

70 
7« 

73 

7S 
74 
75 
76 
77 
78 

81 

83 

84 

85 

f  86 

87 
83 

89 

90 

9x 
93 

93 
94 
95 
v^ 
9/ 
98 
99 
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OosT  OF  Insurance. — ^We  will  again  assume  tliat  the  policy  is 
taken  out  at  age  42  to  insure  $1000.  It  has  been  shown  that  when 
the  insurance  is  for  one  year  only,  the  cost  of  insurance  on  $1000 
at  this  age  is  $10.48.  In  case  the  insurance  is  for  whole  life,  paid  for 
by  equal  net  annual  premiums,  the  first  payment  is  $25.554 ;  but  be- 
sides effecting  the  insurance  for  the  first  year,  this  net  annual  pre- 
mium provides  a  deposit  at  the  end  of  the  year,  amounting  to 

$15,855. 

Since  this  is  the  policyholder's  money  remaining  after  his  net  pre- 
mium has  paid  the  cost  of  insurance  (contributed  its  proportion  to 
death-claims)  the  company  has  in  its  hands  at  the  end  of  the  year 
$15,855  of  the  policyholder's  money,  with  which  to  pay  in  part  the 
$1000  at  the  end  of  the  year  in  case  the  insured  dies  during  that 
year.    Therefore,  the  amount  the  company  has  at  risk  during  the  first 
year  is  not  $1000,  because,  firom  the  moment  the  net  annual  pre- 
mium is  paid,  the  amount  the  company  has  at  risk  during  the  year  is 
obtained  by  subtracting  the  deposits  at  the  end  of  the  year  belong- 
ing to  the  policyholder  firom  the  face  of  the  policy.  Hence,  the  amount 
at  risk  during  the  first  year  is  $1000  less  $15,855,  which  is  equal  to 
$984,165  :  then,  to  get  the  cost  of  insurance  during  the  first  year,  in 
this  instance,  we  find  the  amount  that  will  produce  $1  certain  in  one 
year — $0.96153846 — which  we  multiply  by  the  fi'action  that  at  age 
42  expresses  the  chance  that  the  insured  will  die  between  age  42  and 
age  43,  and  we  obtain  the  amount  that  will  insure  $1  to  be  paid  to 
the  policyholder's  heirs,  if  he  dies  before  he  is  43  years  of  age.     The 
result  of  this  calculation  shows  that  at  age  42  $0.10476  will  insure 
$1  for  one  year.     Multiply  this  by  the  amount,  $984.16^,  which  the 
company  agrees  to  pay  to  the  heirs  of  the  insured  out  of  its  own 
money  in  case  he  dies  between  age  42  and  age  43,  and  we  have 
$10.31,  which  is  the  net  cost  to  the  company  for  insuring  $1000 
when  the  policyholder  has  paid  a  net  annual  premium  of  $25,554  at 
the  beginning  of  the  year. 

Bear  in  mind  that  this  net  annual  premium  paid  at  the  beginning 
of  the  year  must,  on  the  assumed  mortality  and  rate  of  interest,  pro- 
duce by  the  end  of  the  year  enough  to  pay  cost  of  insurance,  and  leave 
in  the  hands  of  the  company  at  the  end  of  the  year  $15,855  deposit. 
At  the  rate  of  interest,  four  per  cent  per  annum,  $25,554  will  in  one 
yrear  amount  to  $26.57;  but  $10.31  out  of  this  net  annual  premium 
(amounting  at  the  end  of  the  year  at  four  per  cent  to  $10.72)  goes  to 
pay  cost  of  insurance.    Subtract  this  from  26.57,  ^^^  ^^  ^^.ve  $1 5.85, 
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which  is  the  requisite  deposit,  as  before  obtained  by  direct  calcula- 
tion. 

In  the  same  way  we  can  find  the  cost  of  insurance  on  $i  for  one 
year  at  age  43.  Then  subtract  the  deposit  at  the  end  of  the  second 
year  from  $1000,  which  will  give  the  amount  the  company  agrees  to 
pay  out  of  its  own  money  to  the  insured  at  the  end  of  the  second 
year,  provided  the  insured  dies  between  age  43  and  age  44.  Multi- 
ply this  amount  at  risk  during  the  second  year  by  the  cost  of  insur- 
ing $1  during  this  year,  and  we  have  the  cost  of  insurance  during 
the  year  on  a  policy  for  $1000  taken  out  at  age  42 — the  insured 
having  paid  two  net  annual  premiums  of  $25,554  each.  And  in  this 
way  that  portion  of  each  annual  premium  which  goes  to  pay  cost  of 
insurance  can  be  calculated.  Notice  that  the  company  is  exactly 
compensated  for  this  yearly  insurance  every  time  a  net  annual  pre- 
mium is  paid,  and  that,  in  the  earlier  years,  a  portion  of  the  net  an- 
nual premium  goes  to  form  the  deposit  that  must  be  held  at  the  end 
of  the  year,  but,  after  a  certain  time,  the  net  annual  premium  of  itself 
is  not  sufficient  to  pay  cost  of  insurance.  In  this  case,  the  interest  on 
the  deposit  is  sufficient  to  make  up  the  requisite  cost  of  insurance, 
and  still  have  at  the  end  of  the  year  the  amount  that  must  be  held  to 
the  credit  of  the  policy.  From  this  it  is  seen  that  the  net  annual  pre- 
mium pays  the  cost  of  insurance  and  provides  for  the  deposit  in  ad- 
dition. If,  at  the  beginning  of  a  year,  the  net  annual  premium  is  not 
paid,  the  company  incurs  no  risk  during  that  year,  and  is  not,  on  these 
net  calculations,  entided  to  be  paid  for  a  risk  that  it  does  not  incur. 

The  cost  of  insurance  goes  each  year  to  pay  death-claims.  It  is, 
on  the  designated  legal  data,  enough — only  enough — ^to  effect  the  pur. 
pose.  At  the  beginning  of  any  policy  year,  in  case  the  insured  de- 
sires insurance  for  another  year,  he  must  renew  the  contract  in 
advance,  and  pay  the  cost  of  insurance  for  the  year.  By  these  net 
calculations  based  upon  legal  data,  the  insurance  is  worth  just  what 
he  pays  for  it — ^no  more,  no  less.  All  the  insurance  he  has  had  in 
previous  years  was  paid  for  year  by  year,  and  paid  each  year  in  ad- 
vance. Over  and  above  paying  for  all  the  insurance  he  has  had  from 
the  company,  he  has  paid  enough  to  provide,  from  year  to  year,  such 
an  amount  of  his  own  money  on  deposit  with  the  company  as  will 
enable  it  to  eicactly  effect  the  insurance  every  year,  even  up  to  the 
table  limit  of  age,  by  his  paying  to  the  company,  each  year,  the  same 
net  annual  premium  that  he  did  at  the  age  of  entry. 

Suppose  the  policyholder  withdraws,  with  the  consent  of  the  com- 
pany, at  the  end  of  any  policy  year,  or  suppose  he  does  not  pay  his 
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renavai  net  aniiol  premium ;  he  will  not  be  entitled  to  insuiance  diir- 
ing  the  next  policy  year,  because  he  has  not  paid  for  it.  But  he  has 
paid  for  all  the  insurance  previously  had,  and  besides  this,  the  com- 
pany holds  in  trust  a  certain  amount  of  his  money  that  can  never  be 
used  for  any  other  purpose  than  that  of  effecting  his  insurance. 

Considering  only  the  question  of  net  values  resulting  from  calcula- 
tions based  upon  data  designated  by  law,  it  can  not  be  successfully 
maintained,  upon  the  fundamental  principles  of  life  insurance,  that  in 
any  sense  the  deposit  or  net  value  of  a  policy  at  the  end  of  any  policy 
year  belongs  to  the  company,  or  that  the  amount  or  any  portion  of 
the  net  interest  thereon  can  be  legally  held  by  the  company  for  any 
other  purpose  than  that  of  effecting  insurance  on  this  poUcy. 

If  the  company  refuses  to  consent  to  the  withdrawal,  and  attempts 
legally  to  enforce  compliance  with  the  terms  of  the  contract  or  policy, 
by  which  the  insured  may  have  agreed  not  to  withdraw,  the  damage 
done  to  the  company  by  the  withdrawal  will  have  to  be  sought  for 
outside  of  the  principles  and  theory  of  net  calculations  in  this  business. 

In  illustration  of  this  subject  of  cost  of  insurance,  and  the  amount 
the  company  really  insures  from  year  to  year,  called  the  amount 
the  company  has  at  risk  each  year,  we  have  assumed  an  ordinary 
whole-life  policy  for  $1000,  issued  at  age  20,  American  experience 
mortality,  4^  per  cent.     It  will  be  found  that  the  net  amiual  premium 
in  this  instance  is  $11.96  and  six  tenths  of  a  cent;  this,  increased  by 
4^  per  cent  during  the  first  year,  amounts,  at  the  end  of  the  year, 
to  $12,504,  with  which  to  pay  cost  of  insurance  during  the  year  and 
provide  the  required  deposit.     We  have  shown  how  this  deposit  at 
the  end  of  the  year  is  calculated,  and  that  the  amount  at  risk  during 
any  year  is  equal  to  the  face  of  the  policy  less  the  deposit  at  the  end 
of  the  year.     This  amount  at  risk  the  company  insures  from  year  to 
year.     The  difference  between  it  and  the  face  of  the  policy  is  the 
policyholder's  deposit.     The  two  added  together  will  each  year  make 
an  amount  equal  to  that  called  for  by  the  policy.     The  amount  at 
ri^k  during  the  first  year,  as  shown  by  the  following  table,  is  $995,264. 
The  cost  of  insurance  on  this  amount  during  the  year  is  $7,768. 
This  is  obtained  by  first  finding  the  cost  of  insurance  during  the  year 
between  age  20  and  age  21,  on  $1,  and  this,  as  stated,  is  found  by 
ascertaining  the  amount  that  will,  at  the  designated  rate  of  interest, 
produce  $1  certain  in  one  year,  and  then  multiplying  by  the  fraction 
which  at  age  20  represents  the  chance  that  the  insured  will  die  dur- 
ing the  year  between  age  20  and  21.     Having  in  this  way  obtained 
the  cost  of  insurance  of  $1,  multiply  this  by  the  amount  at  risk,  and 
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we  have  the  cost  of  insurance  of  the  amount  the  company  has  at  risk. 
It  is  seen  from  the  table  that  the  deposit  at  the  end  of  the  first  year 
is  $4,736.  At  the  beginning  of  the  second  year,  the  insured  pays  his 
net  annual  premium,  $11,966.  This,  added  to  his  deposit,  makes 
$16,702  of  his  own  money  at  the  beginning  of  the  second  year,  in  the 
hands  of  the  company.  Increased  by  4J  per  cent  during  the  year, 
this  amounts,  at  the  end  of  the  second  year,  to  $17,454,  with  which 
to  pay  cost  of  insurance  on  the  amount  at  risk  during  the  year,  and 
provide  the  requisite  deposit  at  the  end  of  the  year.  The  amount  at 
risk  during  the  second  year  of  the  policy,  between  age  21  and  age  22, 
as  shown  by  the  table,  is  $990,325.  The  cost  of  insurance  during 
the  year  on  this  amount  is  $7,779,  and  the  deposit  at  the  end  of  the 
second  year  is  $9,675.  Following  the  table  to  age  55,  we  find  the 
amount  the  company  has  at  risk,  which  is  the  insurance  it  effects  dur- 
ing the  following  year  for  the  policyholder,  is  reduced  to  $634,077, 
while  the  cost  of  insurance  on  the  amount  at  risk  for  that  year  has 
increased  to  $11,775,  which  is  very  nearly  the  whole  of  the  net 
annual  premium.  The  next  year,  or  between  age  56  and  age  57,  the 
net  annual  premium  is  not  sufficient  to  pay  cost  of  insurance  on  the 
amount  at  risk  during  this  year;  but  the  interest  on  the  deposit  during 
the  year  is  sufficient,  when  added  to  the  net  annual  premium  and  inte- 
rest thereon  for  one  year,  to  pay  cost  of  insurance  and  still  leave  tlie 
required  deposit  in  the  hands  of  the  company  at  the  end  of  the  year. 
This  general  state  of  things  continues  until,  at  age  95,  we  find  tlie  de- 
posit at  the  end  of  the  preceding  year  is  $944.972 ;  this,  when  the  net 
annual  premium  at  age  95  is  added,  makes  $956,938;  and  this, 
increased  by  4 J  per  cent  interest  during  the  year,  amounts  to  $1000, 
with  which  to  pay  the  heirs  of  the  policyholder  at  the  end  of  the  year. 
During  this  year  the  amount  the  company  has  at  risk  is  nothing,  the 
cost  of  insurance  is  nothing,  and  the  deposit  at  the  end  of  the  year  is 
$1000     We  will  assume  a 
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Whole-Life  Ibluy^  issued  at  Age  20,  faid  for  by  equal  annual  IVe- 
miutns  of  $11,966  each.  American  Experience^  four  and  a  half 
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Net  Value  as  a  Test  of  legal  Solvency. — ^We  have  endea- 
vored to  give  clear  and  definite  ideas  in  reference  to  the  manner  of 
making  calculations  of  m/  values  in  certain  kinds  of  life  insurance 
policies,  to  show  how  to  determine  the  net  premium  that  must  be 
charged  in  order  to  carry  out  a  life  insurance  contract  in  accordance 
with  the  standard  prescribed  by  the  state,  to  explain  the  nature,  uses, 
and  amount  of  the  deposit,  to  give  a  clear  description  of  the  maimer 
of  determining  the  amount  the  company  has  at  risk  each  year,  and  the 
cost  of  insurance  each  year  on  the  amount  at  risk  during  the  year. 

In  the  opinion  of  your  committee,  these  net  values  not  only  form 
the  groundwork  of  the  business  of  life  insurance,  but  they  especially 
constitute  that  part  of  the  business  which  the  state  assumes  to  super- 
vise and  control.  The  Hon.  Elizur  Wright,  insurance  commis- 
sioner of  the  state  of  Massachusetts,  says,  in  an  official  report  for 
1865,  P^-g®  326,  "  It  is  the  net  value  of  the  policy  only  which  is  the 
test  of  solvency,  if  that  word  is  to  have  any  valuable  application  to 
life  insurance." 

More  recently,  the  Hon,  John  E.  Sanford,  insurance  commis- 
sioner of  the  state  of  Massachusetts,  said  in  an  official  report, 

**  The  necessity  of  the  valuation  to  an  effective  supervision,  arises 
from  the  peculiar  nature  of  the  business  of  life  insurance.  In  this 
peculiarity  lies  its  greatest  danger.  The  opportunity  for  fraud  or 
fatal  error.  Life  insurance  reverses  the  laws  which  govern  all  other 
commercial  enterprises  and  investments.  In  the  latter,  the  expendi- 
ture comes  first,  and  the  profits,  if  any,  come  afterward.  In  the  first 
yt  ars  of  a  life  insurance  company,  its  treasury  overflows  with  the  in- 
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coming  premiums,  whilst  its  liabilities  are  postponed  for  the  lifetime 
of  a  generation.  For  more  than  thirty  years,  it  furnishes  a  constant 
margin  for  plunder  or  perversion  of  its  funds,  while  its  ultimate  failure, 
though  certain  if  the  opportunity  is  improved,  is  still  remote.  Unless 
its  condition  is  probed  by  some  decisive  test,  it  exhibits  no  necessary- 
symptoms  of  its  insolvency  until  the  claims  by  death  begin  to  equal 
or  exceed  the  premium  receipts ;  and  this  period  will  not  ordinanly  be 
reached  until  nearly  forty  years  from  its  start.  If  it  can  once  be  fairly 
believed  that  there  is  no  mystery  surrounding  the  process  technically 
called  valuation,  too  deep  for  ordinary  ken,  its  reasons  and  impor- 
tance may  be  better,  or  at  least  more  generally,  understood." 

The  Hon.  William  Barnes,  late  superintendent  of  the  insurance 
department  of  New- York,  said  before  this  committee,  (see  proceedings 
page  149,)  "  It  is  somewhat  flippantly  asserted  that  a  net  valuation 
is  an  incorrect  way  of  testing  the  status  of  a  life  company  and  its  lia- 
bilities. It  seems  to  me  it  is  entirely  perfect  as  a  test — perfect  with 
two  assumptions,  that  the  rate  of  premium  is  in  excess  of  the  net  rate, 
and  equivalent  to  a  loading  sufficient  to  provide  for  future  expenses 
and  contingencies." 

The  convictions  of  your  committee,  indorsed  by  three  such  autho- 
rities as  these  just  quoted,  are  entirely  in  favor  of  a  net  valuation  on 
the  data  prescribed  by  law,  as  the  proper  test  of  legal  solvency  of  a 
life  insurance  company.  In  our  opinion,  an  accurate  money  account 
should  be  kept  with  each  policy,  and  this  will  require  a  valuation  of 
each  policy. 

Net  Valuation. — ^At  the  time  the  first  premium  is  paid,  which  is 
at  the  beginning  of  the  first  policy  year,  the  net  value  of  the  policy 
is  the  net  annual  premium.  At  the  end  of  the  first  policy  year,  the 
net  cost  of- insurance  will  have  been  paid,  and  there  must  be  left 
in  the  hands  of  the  company,  in  trust  for  the  policyholder,  the  re- 
quisite "  deposit."  This  deposit  (or  "  reserve"  as  it  is  often  called)  is 
the  net  value  of  the  policy  at  the  end  of  the  first  policy  year.  At  the 
beginning  of  the  second  policy  year,  the  net  annual  premium  is  paid, 
and  the  net  value  of  the  policy  is  then  the  "  deposit "  at  the  end  ol 
the  preceding  year,  plus  the  net  annual  premium  just  paid.  The  net 
value  of  the  policy  at  the  end  of  the  second  policy  year  is  the  deposit 
(or  "  reserve*')  for  the  end  of  that  year,  and  the  net  value  of  the 
nolicy  at  the  beghming  of  the  third  policy  year  is  equal  to  the  de- 
posit at  the  end  of  the  second  year,  plus  the  net  annual  premium 
paid  at  the  beginning  of  the  third  year.  The  rule  is  general,  and 
applies  to  every  year  the  policy  is  in  force,  because  the  net  annual 
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premium  is  sufficient,  and  only  sufficient,  when  added  to  the  "  de- 
posit "  at  the  end  of  the  preceding  year,  to  pay  the  net  cost  of  insu- 
rance during  the  year,  and  provide  the  requisite  deposit  for  the  end  of 
the  year.  Of  course  it  is  understood  that  net  or  table  interest  is  real- 
ized for  the  year. 

On  the  supposition  that  a  policy  was  taken  out  on  the  ist  day  of 
January,  1869,  the  net  value  of  the  policy  on  that  day  is  equal  to  the 
net  annual  premium  just  paid.  On  the  31st  December,  1869,  the  net 
value  is  equal  to  the  "  deposit "  at  the  end  of  the  first  policy  year. 
On  the  ist  day  of  January,  1870,  the  net  value  of  the  policy,  just  after 
the  net  annual  premium  is  paid,  is  equal  to  the  deposit  at  the  end  of 
the  preceding  year,  plus  the  net  annual  premium ;  and  the  net  value 
on  the  31st  of  December,  1870,  will  be  equal  to  the  deposit  at  the 
end  of  the  second  policy  year. 

Having  in  this  way  determined  the  value  of  this  policy  at  the  be- 
ginning and  at  the  end  of  any  policy  year,  subtract  one  from  the 
other,  and  by  this  means  obtain  the  difference  between  the  net  value 
on  the  ist  day  of  January  and  the  net  value  on  the  31st  day  of  De- 
cember of  that  year.  Divide  this  difference  by  twelve :  we  will  ob- 
tain the  monthly  difference  in  the  net  value.  Assuming  that  the  net 
value  of  a  policy  is  greater  at  the  beginning  than  it  is  at  the  end  of 
the  policy  year  in  question ;  having  found  the  monthly  difference  as 
above,  we  will  subtract  this  monthly  diflference  from  the  net  value  at 
the  beginning  of  the  year,  in  order  to  find  the  net  value  of  this  policy 
on  the  ist  day  of  February  of  that  policy  year.  To  find  the  net 
value  of  the  policy  on  the  ist  day  of  March,  we  will  subtract  the 
monthly  diflference  from  the  net  value  on  the  ist  day  of  February; 
and  in  like  manner  we  obtain  the  "net  value  of  the  policy  at  the  be- 
ginning of  any  month  of  the  policy  year,  by  subtracting  from  the  net 
value  at  the  beginning  of  the  policy  year  this  monthly  diflference, 
multiplied  by  the  number  of  months  of  the  policy  year  that  have  ex- 
pired. 

On  the  ist  day  of  November,  for  instance,  we  obtain  the  net  value 
by  multiplying  the  monthly  diflference  by  ten,  and  subtracting  the 
result  firom  the  net  value  of  the  policy  on  the  ist  day  of  January, 
which  day  we  have  assmned  to  be,  in  this  case,  the  first  day  of  the 
policy  year. 

To  obtain  the  net  value  on  any  day  during  a  month,  divide  the 
monthly  diflference  by  thirty,  in  order  to  obtain  the  daily  diflference ; 
and  then  use  the  daily  difference  in  a  manner  entirely  similar  to  that 
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indicated  above  for  finding  the  value  of  the  policy  at  tae  beginning 
of  any  month. 

Policies  are  taken  out  any  day  of  the  year,  and  it  is  usual  in  life 
insurance  companies  to  have  the  net  valuation  of  all  policies  com- 
puted on  some  one  day  every  year.  The  day  fixed  for  these  valua- 
tions is  generally  the  31st  of  December. 

The  question  will  then  arise  every  year,  What  is  the  net  value,  on 
the  31st  of  December,  of  each  policy  in  force  on  that  day  ? 

First  determine  what  policy  year  the  given  policy  is  in  at  the  time. 
Obtain  its  net  value  at  the  beginning  of  that  policy  year,  and  its  net 
value  at  the  end  of  that  policy  year.  Take  the  difterence  between 
these  two  net  values :  divide  this  difference  by  twelve,  in  order  to 
obtain  the  monthly  difference  in  the  •  net  value ;  divide  the  monthly 
difference  by  thirty,  in  order  to  obtain  the  daily  difference  in  net 
value.  Then  fix  the  month  and  day  of  the  calendar  year  on  which 
the  policy  was  issued.  The  number  of  months  and  days  that  have, 
on  the  31st  of  December,  elapsed  since  the  beginning  of  the  policy 
year,  will  become  known,  and  the  net  value  of  the  policy  on  the  31st 
day  of  December  can  be  determined  by  the  general  method  above 
indicated. 

If  the  net  premium  the  company  has  agreed  to  receive  is  less  than 
that  called  for  by  the  designated  data,  then,  since  the  deposit  at  the 
end  of  any  policy  year  must  be  such  an  amount  as  will,  when  added 
to  the  value  at  that  time  of  the  legal  net  premium,  be  equal  to  the  net 
single  premium  at  that  time,  it  follows  that  whenever  a  company 
makes  contracts  of  life  insurance  at  a  rate  of  net  premium  less  than 
that  called  for  by  the  legal  standard  of  safety,  it  must  have  at  the 
end  of  a  policy  year,  in  deposit,  in  addition  to  the  net  value  above 
determined,  an  amount  equal  to  the  value  at  that  time  of  a  series  ol 
net  premiums  each  of  which  is  equal  to  the  difference  between  the 
net  premium  called  for  by  the  standard  and  the  net  price  the  com- 
pany has  agreed  to  receive. 

The  theory  of  net  values  assumes  that  the  tut  premium  is  paid  in 
advance.  All  calculations  are  based  on  a  table  of  yearly  mortality 
and  interest  at  a  fixed  Tzi^per  annum.  Your  committee  recommend 
that  every  life  insurance  company  be  charged  with  the  net  value  of 
every  policy  reported  to  be  in  force,  and  that  the  companies  be 
required  to  have  in  hand  bona-fide  assets  to  meet  the  liability.  This 
will  keep  out  of  the  accounts  the  long  lists  of  **  policies  not  taken," 
and  save  a  world  of  complication  and  doubt  by  excluding  all  unpaid 
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and  deferred  premiums,  and  in  this  respect  make  the  practice  conform 
to  the  theory — payment  in  advance, 

SUBRENDER   CHARGE   AND    CONSEQUENT   SURRENDER   VaLUE. — A 

discussion  of  the  question  of  equitable  surrender  charge  necessarily 
takes  us  out  of  the  field  of  net  calculations  proper,  and  brings  us  in 
direct  contact  with  matters  of  a  practical  business  nature,  such  as  ex- 
penses, profit,  loss,  etc.  In  the  opinion  of  your  committee,  the  sub- 
ject of  net  values  is  of  primary  importance  in  life  insurance,  but  it  is 
far  from  being  all  that  is  necessary  in  this  business. 

Although  less  generally  understood,  the  subject  of  net  values,  when 
once  fiilly  explained,  is  much  the  easiest  part  of  life  insurance,  both 
in  theory  and  practice.  Your  committee  are  satisfied  that  the  special 
province  of  state  supervision  is  mainly  in  the  field  of  net  values  de- 
termined by  calculations  made  upon  certain  data  designated  by  the 
state  as  furnishing  the  standard  of  legal  safety,  and  that  in  keeping  the 
question  of  expenses  constantly  subordinate  to  or  controlled  by  the 
test  of  net  values,  very  much  that  pertains  to  these  ordinary  business 
questions  must  be  lefl  to  settlement  between  the  companies  and  the 
policyholders. 

We  attach  great  significance  to  a  remark  made  by  the  president  of 
this  convention  at  the  commencement  of  its  proceedings.  He  said, 
"The  true  object  and  aim  of  governmental  supervision  should  be  to 
afford  the  fullest  protection  to  the  public  with  the  least  possible  an- 
noyance or  expense  to,  or  interference  with,  the  companies." 

It  will  be  remembered  that  in  calculations  of  net  values  no  provi- 
sion is  made  for  expenses.  Therefore,  after  having  determined  the 
net  premium,  an  additional  charge  must  be  made  in  order  to  defray 
expenses,  and  in  stock  companies  provision  made  for  profit,  and  in 
mutual  companies  it  is  usual  to  provide  for  "  dividends"  or  return  of 
surplus,  and  in  prudent  companies  it  is  usual  to  provide  a  margin  for 
contingencies. 

This  addition  to  the  net  premium  is  technically  called  the  "  load- 
ing." Now,  as  it  takes  the  whole  of  the  net  premium,  and  net  interest 
thereon,  according  to  the  legal  standard  of  safety,  to  pay  cost  of  in- 
surance, and  provide  the  requisite  deposit,  if  the  expenses  are  more 
than  the  "  loading  "  and  all  other  resources  outside  of  the  net  premium 
and  net  interest  thereon  provide,  it  will  be  found,  when  the  net  valua- 
tion is  applied,  that  the  requisite  deposit  is  encroached  upon ;  and 
when  this  occurs,  the  state  assumes  to  say  to  a  company  created  by 
its  authority,  "  Maintain  intact  the  legal  standard  of  safety,  or  cease 
to  do  business." 
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In  case  the  "  loading"  and  other  resources  of  a  company  should 
prove  to  be  in  excess  of  expenses  and  all  claims  other  than  those 
provided  for  by  net  premiums  and  net  interest  thereon,  profit  will 
result.  But  in  view  of  the  great  and  increasing  number  of  policies 
that  lapse  or  are  surrendered,  it  would  be  dangerous  to  permit  com- 
panies to  assume  that  all  their  existing  policies  will  continue  in  the 
company  to  maturity,  and  that  their  future  yearly  expenses  will  be 
certainly  a  given  amount  less  than  the  loading,  and  place  in  their  ac- 
counts, under  the  guise  of  assets  realized  and  on  hand,  the  amount  of 
supposed  profits  the  company  may  make  in  the  fiiture  because  of 
premiums  receivable  loaded  in  excess  of  future  expenses.  In  this 
connection  especial  attention  is  called  to  the  following  : 

Extract  from  the  report  of  a  committee  of  the  British  Parliament  in 
1853.  [The  party  under  examination  was  the  actuary  of  the  "  Royal 
Exchange  assurance  office."] 

Question :  "  Do  you  think  there  is  any  thing  peculiar  in  the  cha- 
racter of  life  assurance  business  wnich  would  justify  the  legislature  in 
interfering  with  it  in  a  way  different  firom  other  business  ?" 

Answer :  "  Yes ;  both  on  account  of  the  long  period  over  which 
the  contracts  extend,  and  especially  for  this  reason :  that  life  as- 
surance offices  are  now  taking  to  make  up  their  accounts  on  princi- 
ciples  that  would  be  scouted  from  any  other  department  of  commer- 
cial enterprise." 

Question  :  "  Will  you  explain  what  principle  you  mean  ?" 

Answer:  "The  practice  of  anticipating  future  profits  and  treating 
them  as  assets.  Allow  me  to  suppose  the  case  of  a  bank  making  up 
its  accounts :  it  owes  to  its  depositors  ;^i, 000,000 ;  it  has  on  hand 
;;^90o,ooo ;  it  puts  down  as  an  additional  item  of  assets,  profits,  we 
will  say  at  the  rate  of  ^^i  0,000  a  year,  valued  at  twenty  years'  pur- 
chase; by  that  means  it  makes  its  assets  ;;^i,  100,000,  against 
;;^i,ooo,ooo,  and  the  result  is  stated  to  be  a  surplus  of  ;;^ioo,ooo. 
That  principle  would  never  be  adopted  in  a  bank,  and  I  think  it 
ought  not  to  be  adopted  in  an  assurance  company." 

Question :  "  But  does  it  exist  in  assurance  companies  ?" 

Answer :  "  It  is  done." 

Question  :  "  Is  it  done  by  assurance  companies  generally,  or  only 
in  particular  cases  ?" 

Answer :  "  It  is  in  considerable  use,  and  the  practice  is  ex- 
tending." 

In  reference  to  the  question  of  valuation,  by  using  the  loaded  in 
stead  of  the  net  premiums,  Prof.  Elizur  Wright,  consulting  actuary. 
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in  1  written  communication  read  by  him  to  this  convention,  see  page 
49,)  says,  "  It  requires  a  great  degree  of  judgment  and  experience  in 
addition  to  mathematics,  to  solve  the  question  whether  a  company 
should  be  allowed  to  go  forward  and  issue  new  policies  or  should  be 
restrained.  As  a  test  of  this,  a  net  valuation  does  not  begin  to 
approach  the  subject." 

Mr.  Sheppard  Romans  says,  (seepage  155,)  "It  is  claimed  by 
some  of  its  advocates  that  a  n^t  valuation  is  a  test  of  the  solvency  of 
a  company."  .  .  "Of  itself  it  affords  no  test  of  solvency ;"  .  . 
"  the  financial  condition  of  any  company  can  only  be  accurately  ascer- 
tained by  the  proper  consideration  of  the  gross  premiums  receivable." 

Mr.  D.  P.  Fackler  says,  (see  page  179,)  "  I  agree  entirely  with 
my  predecessor  that  net  valuation  is  not  a  test  of  solvency."  Like, 
opinions  are  expressed  by  others  whose  statements  are  included  in  the 
published  proceedings  of  the  first  session  of  this  convention. 

Hon.  William  Barnes  says,  (page  149,)  "  I  am  rather  astonished 
by  some  of  the  views  presented  by  our  great  authorities  on  the  subject 
of  life  insurance — of  some  of  our  best  actuaries  who  have  been  heard 
this  evening." 

Prof.  Elizur  Wright  says,  (page  53,)  "  I  have  with  some  care 
studied  what  has  been  written  on  the  other  side  of  the  water  by  the 
British  institute  of  actuaries,  a  very  learned  and  capable  body  of  men. 
I  won*t  say  they  are  owned  '  body  and  soul '  by  the  life  insurance 
companies  of  Great  Britain,  but  I  do  say  they  are  not  owned  by  the 
public  outside  of  the  life  insurance  companies." 

Your  committee  concur  with  the  opinion  expressed  in  1865,  by  the 
Massachusetts  insurance  commissioner  before  quoted,  and  believe 
that  "  It  is  the  net  value  of  the  policy  only  which  is  the  test  of  sol- 
vency, if  that  word  is  to  have  any  valuable  application  to  hfe 
insurance."  Certainly,  so  far  as  this  matter  comes  within  the  pro- 
vince of  state  supervision,  based  upon  a  designated  legal  safe  table  ot 
mortality  and  rate  of  interest. 

Insurance  Value. — In  the  preface  to  Wright's  new  valuation 
tables,  insurance  value  is  defined  to  be  "  the  present  value  of  all  the 
nonnal  contributions  which  a  policy  is  liable  to  make  for  the  settle- 
ment of  claims  other  than  its  own."  He  says,  (see  p.  8,)  "  If  a  policy 
is  worth  to  a  company  the  present  value  of  what  it  wiQ  contribute  to 
claims,"  etc.,  .  .  .  and  we  find,  in  apparent  accord  with  this 
assumption,  that  Prof.  Bartlett  seems  to  consider  that,  in  case  a  policy 
is  paid  for  by  a  net  single  premium,  the  reserve  at  the  end  of  any 
policy  year  (which  in  this  case  is  the  net  single  premium  that  will  at 
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that  time  effect  the  insurance  and  which  has  been  paid  by  the  policy- 
holder)— must  have  the  insurance  value  taken  out  of  it  by  the  com- 
pany in  case  the  policyholder  withdraws.  This  has  no  "  if  "  in  it, 
but  assumes  and  asserts  in  this  case,  that  "  a  policy  is  worth  to  a 
company  the  present  value  of  what  it  will  normally  contribute  to 
claims,"  and  certainly  has  the  merit  of  being  a  definite  and  positive 
solution  of  the  question  of  surrender  diarge,  if  it  is  once  admitted 
that  a  policy  is  worth  to  the  company  the  present  value  of  what  it 
will  normally  contribute  to  claims. 

By  reference  to  the  table  given  on  page  64  of  this  report,  it  will 
be  seen  that  at  the  end  of  any  policy  year,  by  taking  the  future 
yearly  cost  of  insurance,  and  discounting  this  for  each  respective 
year,  we  can  obtain  the  present  value  of  the  contributions  the  policy 
would  make  to  death-claims ;  but  if  this  amount  is  paid  by  the 
policyholder  to  the  company,  he  is  in  equity  entitled  to  insurance 
yearly  on  the  amount  at  risk  as  shown  by  that  table ;  for  the  theory  on 
which  calculations  of  net  values  in  life  insurance  is  based  does  not 
provide  for  the  case  of  a  company  compelling  the  insured  to  pay, 
and  then  not  giving  him  the  insurance  he  has  paid  for. 

We  have,  however,  no  disposition  to  press  upon  the  actuaries,  at 
present,  our  views  of  insurance  value,  as  the  means  of  calculating  the 
amount  of  a  surrender  charge — and  with  the  single  remark  that 
Prof.  Bartlett  modifies  the  solution  in  case  the  policy  is  paid  for  by- 
net  annual  premiums,  by  the  condition,  "  if  continued  in  the  com- 
pany in  its  present  condition,"  we  will  now  notice  in  a  general  way, 
only,  some  of  the  solutions  of  this  question  offered  by  Prof.  Wright. 

Having  assumed  that  a  policy  is  worth  to  a  company  the  present 
value  of  what  it  will  normally  contribute  to  claims,  he  says,  (see  page 
II,  preface,)  "But  when  we  come  to  the  question  of  surrender 
charge,  we  are  to  consider  not  what  the  individual  policy  actually 
cost,  but  what  it  is  worth  to  keep,  or  what  it  would  cost  to  get  another 
equally  valuable  to  keep."  It  seems  firom  this,  that  ProC  Wright  does 
not  propose  to  solve  the  question  of  surrender  charge  direct^  by  means 
of  what  he  calls  insurance  value,  but  rather  to  find  by  ordinary  busi- 
ness considerations  what  it  would  cost  to  get  another  policyholder 
equally  valuable  to  keep,  and  then  find  what  per  cent  this  would  be 
of  the  insurance  value.  He  is  understood  to  have  fixed  upon  6  per 
cent  in  a  bill  advocated  by  him  before  the  Massachusetts  legislature 
at  its  last  session.  He  favored  8  per  cent  in  his  illustrations  before 
this  convention,  and  in  the  same  communication  stated,  (see  proceed- 
ings, p.  55,)  "  My  position  on  this  subject  is  that,  supposing  the  life 


to  be  as  good  as  the  average — and  I  think,  as  a  matter  of  fact,  that 
lives  selected  out  by  themselves  are  not  generally  better  than  those 
selected  in  by  the  company — the  member  ought  to  pay  the  company 
twice  the  amount  that  it  costs  to  get  the  same  amount  of  business  of 
the  same  insurance  basis  or  value."  We  leave  the  question  of  in- 
surance value — ^not  the  method  of  calculating  it,  for  that  is  just  as 
easy  as  the  calculations  of  other  net  values  in  life  insurance ;  but  the 
manner  of  applying  it  in  determining  surrender  charge,  loading,  and 
an  equitable  assessment  of  expenses — ^to  the  actuaries  for  further  dis- 
cussion amongst  themselves,  before  they  press  it  upon  the  public  as  the 
remedy  for  existing  evils. 

The  present  value  of  the  sums  the  pohcy  would  contribute  from 
year  to  year,  if  continued  in  the  company  in  its  present  condition,  to 
pay  death-claims  on  other  policies,  will  pay  in  advance  for  all  the  in- 
surance the  policyholder  will  get  from  the  company  if  he  remains  in 
it,  because  it  pays  for  insurance  on  the  amount  the  company  has  at 
risk  from  year  to  year,  and  the  policyholder's  own  money  on  deposit 
makes  up  the  balance  of  the  policy.  With  the  light  before  us,  we 
have  utterly  failed  to  see  that  this  has  any  relation  to  the  surrender 
charge  a  company  should  make  in  case  a  policyholder  withdraws. 
When  the  actuaries  agree  amongst  themselves  on  this  point,  the  sub- 
ject will  merit,  apd  wiQ  probably  receive,  further  consideration  at  the 
hands  of  those  most  interested — ^the  policyholders  and  the  companies. 
In  the  mean  time  we  earnestly  recommend  that  the  "  value  of  a  policy- 
holder to  a  life  insurance  company  to  keep,"  and  "  the  cost  of  getting 
another  into  the  company  equally  valuable  to  keep,"  be  at  least  ap- 
proximately determined  upon  between  the  parties,  and  distincdy 
stated  in  the  policy,  which  is  the  insurance  contract. 

Your  committee  consider  that  when  it  is  conceded  that  the  net 
value  of  a  pohcy — ^the  deposit  or  reserve  at  the  end  of  any  policy 
year — ^is  composed  entirely  of  the  policyholder's  own  money,  and  on 
the  theory  of  net  values  can  never  be  used  by  the  company  for  any 
other  purpose  than  that  of  effecting  the  insurance  of  this  particular 
policy,  the  state  has  no  more  occasion  to  determine  upon  an  equita- 
ble surrender  charge  than  it  has  to  fix  the  loading  or  expenses. 

In  this  connection,  attention  is  called  to  what  Prof.  Wright  says 
in  closing  his  statement  before  this  convention,  (see  page  56,)  as 
follows :  "  I  do  not  care  whether  they  are  my  principles,  or  any  body 
else's,  but  such  principles  as  will  enable  me  to  continue  in  the  busi- 
ness, and,  meeting  intelligent  business  men,  hold  my  head  up  before 
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them,  if  I  explain  to  them  the  dealing  of  the  company  m  their  par- 
ticular case." 

It  is,  we  think,  fair  to  assume  that  an  important  subject  like  this,  if 
thoroughly  discussed  in  the  spirit  indicated  by  the  above  remarks  of 
Prof.  Wright,  will  ultimately  be  settled  upon  sound  business  princi- 
ples, resulting  in  practical  equity  to  all— -companies  and  policyholders, 
insurers  and  insured. 

Dr.  Lamb£RT,  in  an  elaborate  address  to  the  convention,  (see  page 
III,)  said,  "  A  young  company  will  find  in  twenty  of  its  future  pre- 
miums more  than  enough  to  cover  its  liabilities,  and  will  be  more 
than  solvent  without  a  dollar  of  reserve.  A  negative  reserve,  even, 
is  not  insolvency  to  a  young  company,  especially  if  it  has  a  large 
proportion  of  truly  best  risks — ^the  best  assets  of  any  company,  ex- 
cept it  may  be  those  moral  and  intellectual  assets  which  wUl  enable 
it  to  get  more  risks  of  the  same  kind." 

We  are  far  from  being  prepared  to  recommend  that  in  the  super- 
vision of  the  accounts  of  life  insurance  companies,  state  officers  of 
insurance  should  accept  the  companies'  statement  of- their  moral  and 
intellectual  assets  as  giving  legal  security  on  the  designated  standard 
of  safety  for  paying  the  amount  of  the  policies  to  widows  and  orphans 
of  policyholders  that  die.  On  the  contrary,  we  distinctly  recommend 
that  the  state  by  whose  authority  life  insiurance  corporations  are 
created,  shall  designate  a  table  of  mortality  and  rate  of  interest,  upon 
which  calculations  of  net  values  in  this  business  shall  be  made,  and 
that  all  companies  be  rigidly  held  to  the  standard  of  safety  thus 
established. 

Hon.  E.  A.  Rollins  says,  (see  p.  159,)  "  It  is  respectfully  sub- 
mitted that  the  laws  of  the  states  relating  to  life  insurance  should  be 
so  modified  as  to  recognize  and  foster  stock  or  proprietary  com- 
panies, especially  in  this,  that  when  their  capital  is  large,  the  reserve, 
which  in  addition  to  their  capital  they  shall  be  required  to  maintain, 
shall  be  based  upon  interest  at  the  same  rate  per  cent  as  that  upon 
which  their  premiums  are  calculated,  not  exceeding  six  per  cent  per 
annum." 

This  principle  is  ably  advocated  in  his  communication  and  various 
others  submitted  to  the  committee,  and  printed  in  the  proceedings  ot 
the  convention,  and  approved  by  an  array  of  names  very  influential 
on  the  subject  of  life  insurance,  as  will  be  seen  in  the  pubHshed  pro- 
ceedings, and  it  is,  therefore,  not  necessary  to  repeat  their  views  in 
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full  here,  or  even  name  ail  the  distinguished  men  ^ho  advocate 
tlicm. 

Mr.  E.  W.  Peet,  secretary  of  a  life  company,  sajrs,  (see  page 
174,)  "  To  compel  all  companies  to  make  a  reserve  at  4  per  cent,  is 
forbidding  any  life  insurance  company  to  agree  to  pay  to  its  policy- 
holders more  than  four  per  cent  interest"  ..."  Why 
should  persons  who  loan  their  money  to  life  insurance  companies 
be  prohibited  from  receiving  by  contract  more  than  four  per  cent 
interest  ?" 

The  purchaser  of  a  life  policy  is  not  in  this  transaction  loaning 
money.  He  buys  the  article  and  pays  for  it.  If  he  pays  too  much, 
that  is  his  business.  The  state  interferes  only  to  say  that  the  seller 
of  a  life  insurance  policy  must  show,  at  least  once  a  year,  his  or  its 
financial  ability,  judged  on  data  designated  by  the  state  as  safe,  to 
pay  the  policy  at  maturity.  There  is  perhaps  in  the  whole  range  of 
erroneous  views  entertained  about  life  insurance  none  worse  than  the 
idea  promulgated  very  widely,  that  when  a  person  purchases  and  pays 
for  a  policy  on  his  life,  besides  getting  his  life  insured  for  a  large 
amount  compared  with  the  premium  he  pays,  he  is  in  addition  lend- 
ing this  premium  to  the  company  at  a  reasonably  good  rate  of  inter- 
est The  "  investment  of  premiums  paying  40  and  50  per  cent  divi- 
dends per  annum,"  as  talked  all  over  the  country  by  many,  is  consi* 
dered  too  absurd  to  justify  comment  at  this  time. 

To  return  to  Mr.  Feet's  statement,  (see  page  176,)  he  says, 
"  Capitalists  will  not  invest  in  this  or  any  other  business,  unless  there 
is  some  hope  of  profit  The  profits  will  be  so  long  deferred  if  a  4  or 
4^  per  cent  reserve  is  required  of  the  low  premiiun  companies,  that 
capitalists,  accustomed  as  they  are  to  receive  quick  returns,  will  not 
invest  their  funds  in  this  business.  Therefore,  establishing  a  reserve 
upon  a  higher  (lower  ?)  rate  of  interest  than  that  upon  which  the 
premiums  are  based,  will  effectually  prevent  stock  companies  with 
capital  from  being  established."  , 

Your  committee  do  not  see  that  this  view  of  the  subject  is  correct; 
but  even  if  it  were  stricdy  so  in  every  particular,  we  are  not  prepar- 
ed to  recommend  that  the  states  lower  the  designated  standard  01 
safety  in  order  "  to  foster  stock  or  proprietary  companies."  We 
have  given  some  consideration  to  the  question  whether  *'  establish- 
ing a  reserve  upon  a  higher  (lower?)  rate  of  interest  than  that  upon 
which  the  premiums  are  based,  will  effectually  prevent  stock  compa- 
nies with  capital  from  being  established"  ? 

For  the  sake  of  illustration,  we  take  the  rate  of  interest  that  Mr. 
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Rollins  asserts  has  been  made  by  insurance  companies  in  the  \)jLiit 
and  which  he  relies  upon  as  safe  for  the  future,  namely,  7  per  cent 
per  annum.  We  require,  in  this  table,  that  the  deposit  shall  not  only 
be  equal  to  (hat  called  for  by  4j^  per  cent,  but  we  bring  this  up  to 
the  real  standard  of  safety  established  by  the  state,  and  show,  on  this 
data,  that  from  a  six  per  cent  net  premium  the  company,  will  at  the 
end  of  the  first  year,  begin  to  receive  back  a  part  of  the  capital 
it  has  advanced. 

When  a  life  insurance  company  issues  policies  at  rates  of  mi  pre- 
mium less  than  called  for  by  the  established  legal  standard  of  safety, 
and  place  their  own  capital  to  the  credit  of  the  policies,  in  order  to 
conform  to  this  standard,  it  can  not  be  held  that  the  capital  is  impair- 
ed in  any  sense  affecting  the  real  security  of  the  policies.  In  these 
fuf  valuations  it  is  essential  that  the  deposit  at  the  end  of  each  year 
shall  be  such  an  amount  as  will,  when  the  value  at  that  time  of  the 
future  fut  premiums  is  added  thereto,  make  up  the  net  single  premium 
which  will  at  that  time,  on  the  legal  data,  effect  the  insurance.  The 
state  does  not  assume  to  say  who  shall  furnish  the  money  that  forms 
this  deposit.     It  is  enough  that  it  is  on  hand  in  available  assets. 

Your  committee  do  not  wish  to  be  understood  as  arguing  against 
the  establishment  of  stock  or  proprietary  companies,  but  we  do 
earnestly  desire  that  correct  information,  from  every  source,  relative 
to  the  whole  subject  of  life  insurance,  in  all  its  phases,  shall  be  wide- 
ly disseminated. 

It  will  be  noticed  that  the  table  is  constructed  upon  net  values,  and 
it  should  be  borne  in  mind  that  the  loading  is  generally  more  than 
enough  to  pay  expenses,  and  that  when  a  limited  number  of  share^ 
holders  receive  profits  yearly,  arising  firom  the  excess  of  loading  over 
expenses,  on  a  large  number  of  premiums,  the  profits  firom  this  source 
alone  may  well  be  very  great. 

It  is  maintained  by  those  who  are  believed  to  know,  that  the  tables 
Df  mortality  in  use  show  a  higher  death'^ate  than  will  actually  occur, 
which,  if  true,  will  be  a  large  additional  source  of  profit  to  the  share- 
liolders,  besides  profits  that  may  and  do  often  arise  fix>m  surrender 
charges  and  forfeitures. 

It  should  be  borne  in  mind  too,  that  the  company  holds  the  stakes. 
Not  only  do  the  capitalists  retain  the  control  of  their  own  money, 
out  (hey  have  possession  of  the  money  paid  by  the  whole  number  of 
policyholders. 

Leaving  profits  fix>m  the  prolific  sources  enumerated  above  to  be 
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estimated  by  those  bterested,  we  give  the  table  of  net  values  insert- 
ed below,  merely  as  an  illustrative  view  of  what  the  company  would 
be  compelled  to  advance  out  of  the  resources  of  shareholders  after 
^t  first  year,  in  order  to  keep  the  deposit  or  reserve  up  to  the 
standard  of  safety  established  by  the  state  for  those  whose  policies 
will  become  due  '^  at  a  distance  almost  beyond  the  horiaon." 
The  table  assumes  a 
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We  win  conclude  our  remarks  upon  the  daim  advanced  by  stock 
companies  to  have  the  laws  modified  in  their  'fiivor  by  a  few  extracts 
Irom  high  authority : 

Hon.  Eluur  Wright^  commissioner  of  insurance  for  the  state  of 
Massachusetts,  in  his  report  for  the  year  1863,  (page  153.)  says, 
**  There  can  hardly  be  a  happier  set  of  capitalists  on  earth  than  one 
which  has  obtained  a  right,  by  perpetual  charter,  to  insure  lives, 
receiving  from  the  proceeds,  first  legal  interest  semi-annually  on  stock 
as  a  sure  thing,  and  secondly,  twenty  per  cent  of  what  are  called  pro- 
fits, that  is,  premiums  proving  to  be  surplus,  if  it  can  once  secure  a 
flourishing  business."  Again,  in  his  report  for  1865,  he  says,  **  It  seems 
to  us  that  in  a  community  where  patriotism  and  public  spirit  are  so 
rife,  and  wealth  so  abundant,  the  requisite  capital  could  not  long  be 
wanting,  though  it  were  restricted  by  charter  fix)m  ever  making  more 
than  the  maximum  of  ordinary  safe  investments,  or  say  ten  per  cent 
at  the  outside.  Whatever  other  states  may  see  fit  to  do,  we  trust 
that  Massachusetts  vrill  maintain  the  wise  and  humane  pohcy  of  her 
general  statutes,  and  keep  life  insurance  substantially  on  the  basis  of 
mutuality,  or  a  return  of  the  main  part  of  the  surplus  to  the  insured." 
Same  report,  (page  345,)  *'  The  question  deserves  to  be  considered 
whether  the  stimulus  of  a  permanent  capital  may  not  be  too  strong, 
unless  it  is  permanently  limited  as  to  the  profit  it  shall' make  in  case 
of  success."  On  page  306  he  says,  ''Something  more  than  bore 
commercial  solvency  is  required  of  life  insurance  companies."  On 
page  333,  ^  Nothing,  perhaps,  has  been  more  vague,  even  among 
practical  actuaries,  than  the  use  of  the  word  solvency  in  regard  to 
life  insurance  companies.  Great  mathematical  acumen  has  been  dis- 
played on  formulas  to  ascertain  the  production,  amount,  and  equitable 
distribution  of  surplus,  while  there  has  been  very  litde  discrimihation 
between  actual  and  future  surplus.  On  this  point  of  distinguishing 
between  actual  and  prospective  surplus,  there  is  not  a  litde  fog  among 
the  highest  English  authorities."  Again,  he  says,  page  304,  ^  It  may 
with  some  reason  be  presumed  that  investments  will  bring  six  per  cent, 
at  least,  for  another  generation,  and  if  the  capital  is  fxiirly  pledged  to 
make  up  the  deficiency,  should  any  ever  occur,  the  security  will  be 
ample,  at  least,  so  long  as  the  capital  and  a  six  per  cent  reserve  to- 
gether are  not  less  than  a  four  per  cent  reserve." 

Before  passing  fix)m  this  branch  of  the  subject  submitted  to  us  for 
report,  we  desire  to  call  the  attention  of  the  convention  to— 

Notes  or  Loans  considered  in  reference  to  net  Value 
AND  Surrender  Charge. — After  the  net  value  of  a  life  policy  at  the 
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end  of  any  policy  year  has  been  calculated,  and  the  surrender  charge 
which  must  be  made  at  that  time  in  order  to  preserve  unimpaired  the 
insurance  strength  of  the  company,  in  case  the  policyholder  withdraws, 
has  been  determined  upon ;  by  subtracting  the  latter  from  the  former, 
we  obtain  the  maximum  limit  of  credit  the  company  can  safely  extend 
to  the  policyholder,  by  loan  or  otherwise. 

In  case  the  company  and  the  policyholder  have  determined  that  no 
surrender  charge  is  necessary,  credit  can  be  given  at  the  beginning  of 
any  policy  year  to  the  full  amount  of  the  net  value  at  the  end  of  that 
year.  Credit  can  not  be  given  to  a  greater  amount,  because,  in  case 
the  policyholder  does  not  die  during  that  year,  all  that  part  of  his  net 
premium  that  is  not  required  to  fonn  the  deposit,  which  is  the  net 
value  at  the  end  of  the  year,  is  required  to  pay  death-claims  on  other 
policies,  and  it  is  not  admissible  for  a  company  to  pay  the  heirs  of  one 
policyholder  in  the  notes  of  another  policyholder. 

The  effect  of  granting  credits  to  an  amount  equal  to  the  reserve  in 
the  extreme  case  that  the  policyholder  lives  to  the  table  limit  of  age, 
will  be  that  the  policy  will  be  paid  entirely  in  the  notes  of  the  policy- 
holder at  his  death,  whilst  he  will  have  paid  in  cash,  every  year  that 
he  has  been  in  the  company,  his  proportion  of  the  expenses  of  the 
company,  and  his  proportion  of  the  death-claims  of  every  policy 
other  than*  his  own. 

We  refhiin  from  fiuther  comment  on  this  subject  of  premiums  paid 
partly  by  notes,  or  loans,  or  other  credits,  because  it  was  not  submit- 
ted to  this  committee  any  further  than  it  is  directly  connected  with  that 
of  net  value,  or  of  surrender  charge. 

Thb  great  and  rapidly  increasing  Number  of  different 
Kinds  of  Life  Policies. — In  the  preface  to  Professor  Wright's  valua- 
tion tables,  page  6,  it  is  stated  that  ''  To  conduct  a  company  either 
with  reference  to  permanent  profit  as  a  stock  company  or  equity  and 
stability  as  a  mutual  one,  wM  the  present  great  variety  of  policies y  it  is 
almost  as  important  to  know  the  insurance  value  as  the  self-insurance 
or  reserve." 

Hon.  George  W.  Miller,  superintendent  of  the  insurance  de- 
partment of  New-York,  says  in  his  official  report  for  1870,  "  It  is 
believed  to  be  a  fact,  now  causing  quite  general  complaint,  that  there 
are  too  many  complicated  schemes  or  plans  of  insuring  and  conduct- 
ing companies,  as  well  as  too  many  and  too  elaborate  forms  of  con- 
tract or  policy."  ...  "  It  is  difficult  to  perceive  any  excuse  for  the 
promulgation  of  so  many  theories  and  schemes,  except  upon  the 


ground  that  they  are  intended  to  accomplish  just  what  is  accoroplisb- 
ed,  to  wit,  the  entering  into  contracts  by  the  insured,  the  true  force 
and  effect  of  which  they  do  not  understand.'' 

The  report  of  the  insurance  commissioner  of  Kentucky  for  1870 
says, ''  There  is  an  almost  endless  variety  of  combinations  and  com- 
plications of  conditions  now  being  introduced  into  life  insurance  con- 
tracts, until  even  the  actuaries  in  some  cases  seem  to  have  become 
confused." 

It  is  suggested  that  life  insurance  companies  and  the  actuaries  lend 
their  influence  to  lessen  the  increasing  confusion  arising  from  the  pre- 
sent great  variety  of  policies,  and  use  their  learning  to  impart  to  the 
educated  public  correct  and  practical  knowledge  of  the  simple  princi- 
ples upon  which  true  life  insurance  is  founded. 

Your  committee  are  amazed  to  find  that,  in  the  short  period  since 
life  insurance  was  introduced  into  the  United  States, "  some  companies 
in  their  prospectuses  propose  to  issue  as  many  as  eight  or  nine  hundred 
varieties  of  policies,  each  of  which  would  require  a  distinct  table  of 
surrender  values."  We,  therefore,  respectfully  ask  of  tliis  convention 
to  urge  upon  officers,  actuaries,  and  agents  of  companies  to  go  back 
to  the  first  principles  of  real  life  insurance,  and  abandon  at  least  eight 
hundred  of  tlie  nine  hundred  varieties.  When  this  has  been  done, 
something  like  a  uniform  designation  of  diffep^nt  kinds  of  policies  may 
be  determined  upon  and  adopted. 

Your  committee,  at  the  suggestion  of  members  of  the  convention, 
desire  to  say  a  few  words  in  reference  to  the  very  great  and  rapidly 
increasing  number  of  policies  that  are  yearly  allowed  to  lapse.  We 
have  been  requested  to  investigate  this  question,  with  a  view  to  fixing 
upon  the  average  rate  at  which  life-policies  lapse,  and  introduce  this 
into  the  subject  of  net  calculations.  At  present  we  have  no  sufficient 
data  on  which  to  base  Ais  kind  of  calculation,  and  feel  no  disposi- 
tion to  treat  lapsed  policies  as  properly  pertaining  to  net  values,  even 
if  we  knew  now  just  what  proportion  of  policies  will  in  the  future  be 
allowed  to  lapse  in  each  company.  We  are  however,  disposed  to 
treat  this  subject  as  one  of  great  practical  importance  to  companies 
and  to  policyholders;  arismg  principally  from  the  fact  that,  as  at  pre- 
sent conducted,  there  seems  to  be  very  great  if  not  unnecessary  ex- 
pense incurred  in  getting  a  policyholder  into  a  company.  We  there- 
fore suggest  that,  in  case  of  lapse,  the  company  should  make  out  an 
itemized  account  of  all  the  indebtedness  and  dues  of  the  policyhol- 
der to  the  company,  deduct  this  from  the  net  value  of  the  policy  at 
the  time  it  lapsed,  credit  the  bahnce  to  the  policyholder,  and  settle 
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the  account  bj  either  issuing  a  full  paid  policy  for  the  amount  this 
snm  would  then  purchase,  or  returning  the  money,  as  may  be  agreed 
upon. 

We  are  clear  in  the  opinion  that  policies  are  surrendered  or  allow 
ed  to  lapse,  not  because  policyholders  are  at  the  time  in  good  health, 
but  very  oflen  from  inability  to  pay  the  premium.  Sometimes,  no 
doubt,  this  occurs  because  the  policyholder  no  longer  needs  to  insure 
his  life.  But  it  is  believed  that  much  the  larger  portion  of  surrender- 
ed and  lapsed  policies  arise  from  misapprehension  on  the  part  of 
policyholders  at  the  time  of  taking  out  the  policy  in  regard  to  its 
precise  nature  and  effect.  It  is  not  harsh  to  say  that  this  arises  oflen 
from  the  fact  that  agents  do  not  take  the  pains  to  explain,  even  when 
they  themselves  understand,  the  exact  nature  of  the  policy  tliey  sell. 

ITie  companies  have  not,  as  a  rule,  shown  any  over-anxiety  to  have 
other  than  favorable  views  presented  to  the  policyholder  at  the  time 
of  signing  the  contract 

Full  information,  fair  and  candid  dealing  at  the  time  the  policy  is 
issued  is  absolutely  essential,  if  companies  desire  to  diminish  the  num- 
ber of  policies  surrendered  and  allowed  to  lapse. 

This  general  principle  is  applicable  to  all  kinds  of  business.  Life 
insurance  forms  no  exception  to  this  rule,  nor  to  the  fact  that  success 
in  business  does  not  necessarily  depend  upon  the  amount  of  business 
done.  Again,  we  advise  and  urge  that  the  terms  of  the  contract — the 
policy— be  made  explicit  and  fair.  This,  it  is  believed,  will  do  more 
to  make  life  insurance  companies  solid  bodies  than  will  ever  be  effect- 
ed by  the  "  cohesive  force  "  it  is  proposed  to  apply  to  policyholders, 
by  means  of  what  is  styled  ^  a  function  of  insurance  value." 

Knowledge  of  this  subject  of  life  insurance,  full  and  explicit  infor- 
mation, is  what  is  needed.  It  will  not  hurt  officers  of  companies,  di- 
rectors, trustees,  or  agents,  and  it  is  essential  that  some  of  the  policy- 
holders should  understand  this  subject  \Vhat  shall  we  say,  in  this 
connection,  in  reference  to  the  makers  of  the  laws  regulating  this  im- 
portant business,  or  to  the  state  officers  appointed  to  carry  these  laws 
ii^to  effect  ?  We  can  say  nothing  in  reply  to  this  question,  leaving 
those  interested  each  for  himself  to  make  up  his  own  answer. 

We  desire  to  call  special  attention  to  the  following  extract  from  the 
letter  of  Mr.  F.  S.  Winston,  (p.  137,  published  proceedings  conven* 
tion:) 

"  Correct  mortaUty  tables  and  a  safe  rate  of  interest  as  a  basis  for 
rates  of  insurance,  ample  reserves  to  cover  all  contingencies,  and 
sound  and  reiiabU  assets^  always  available ^  out  of  which  to  pay  obliga- 
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(ions  as  they  mature,  are  the  comer-stones  upon  which  life  insurance 
rests.  Lacking  either,  a  company  will  sooner  or  later  faiL  The  busi- 
ness of  life  insurance  is  now  on  trial  before  the  American  public,  and 
its  verdict  will  greatly  depend  upon  the  course  marked  out  for  it  by 
your  convention.'* 

SXTMMART. 

We  respectfully  recommend  that  this  convention  approve  the  Ame- 
rican experience  table  of  mortality  and  four  and  a  half  per  cent  inte- 
rest per  annum  as  the  data  now  proper  to  be  designated  by  law  in 
each  of  the  states,  as  the  basis  for  calculating  net  premiums  and  net 
values  of  life  insurance  policies.  That  the  valuation  of  policies  be 
made  seriatim.  And  that,  on  the  31st  day  of  December  in  each 
year,  every  company  be  required  to  show  that  it  has  on  hand,  to 
the  credit  of  each  of  its  policies  then  in  force,  an  amount  of  ^n<p- 
fide  assets  equal  to  the  net  value  of  each  policy  on  that  day,  com- 
puted upon  the  table  of  mortality  and  rate  of  interest  designated 
above.  Tliis  excludes  from  the  accounts  ^  policies  not  taken/'  ^  un- 
paid premiums,"  and  "  deferred  premiums," 

We  report  that  a  surrender  charge  does  not  pertain  to  net  valua- 
tions, but  belongs  to  what  has  been  called  the  *' commercial  aspects" 
of  life  insurance  or  the  ordinary  business  matters  of  expenses,  profit, 
etc.,  which  do  not  enter  into  calculations  of  net  values ;  and  tliat  sur- 
render charge  is  a  proper  subject  for  specific  agreement,  to  be  ex- 
pressed in  the  terms  of  the  contract  made  between  companies  and 
policyholders.  So  far  as  net  calculations  can  go,  the  siurender  value 
at  any  time  is  the  net  value  of  the  policy  at  the  time. 

Instead  of  attempting  to  introduce  imiformity  in  the  designations 
of  the  present  great  variety  of  policies,  we  urgently  advise  the  com- 
panies and  the  policyholders  to  greatly  reduce  the  present  number 
of  different  kinds  of  policies. 

We  recommend  the  acceptance  by  each  state  department  of  the 
valuations  made  by  any  other  state  department,  (in  which  the  com- 
panies were  incorporated,)  when  properly  performed  on  sound  and 
recognized  principles  and  legal  basis  as  above;  and  that  the  ''list  oi 
policies  and  securities  "  required  in  detail  in  the  annual  statements,  be 
made  to  one  state  department  only,  (to  the  state  under  whose  lairs 
the  company  was  organized,  and  which  has  at  the  time  a  regularly 
organized  insurance  department ;)  provided  the  company  shall  furnish 
to  the  departments  of  other  states  a  certificate  of  the  commissioner  or 
superintendent  of  such  state  departmenti  setting  forth  the  existing 
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▼alueof  all  its  outstanding  policies  on  the  data  designated  above; 
and  that  every  company  that  fails  promptly  to  furnish  the  cc  rtificate 
aforesaid,  shall  be  required  to  make  full  detailed  lists  of  policies  and 
seciirities  to  the  insurance  department  of  every  state  in  which  it  may 
have  been  transacting  business  during  the  year  for  which  the  state 
ment  is  made ;  and  shall  be  liable  in  each  state  for  all  charges  and 
expenses  consequent  upon  not  having  furnished  the  certificate  of 
valuation  referred  to. 

We  recommend  that  the  power  be  reserved  to  the  principal  insu- 
rance officer  of  each  state  to  examine,  or  cause  to  be  examined,  every 
detail  of  the  business  of  any  company  transacting  business  of  insu- 
rance within  that  state,  whenever,  in  his  judgment,  such  examination 
is  required  by  the  interests  of  the  policyholders  of  such  company. 

Your  committee  desire  that  it  be  understood  we  do  not  ask  that 
this  convention  shall  recommend  that  the  legislatures  of  the  respec- 
tive states  pass  any  laws  abrogating  the  terms  of  existing  legal  con- 
tracts for  insurance.  We  have  had  in  view  the  proper  future  control 
of  this  business,  so  iar  as  it  was  referred  to  us  by  this  convention. 


The  following  letter  was  received  by  the  committee  from 
Mr.  £.  A.  Rollins,  President  of  the  National  Life  Insurance 
Company  of  the  United  States,  yesterday : 

"  Philadblphia,  Oct.  i6,  1871. 
General  G.  W.  Smith: 

Dear  Sir—  ♦  ♦  ♦  We  have  a  capital  of  one  million  doMars.  It  is 
impaired  on  a  4  and  4^  per  cent  basis.  If  we  should  put  up  another 
million  it  would  still  be  impaired,  and  another  million  would  not  help 
it — it  would  still  be  impaired,  and  this  works  serious  disadvantages  and 
should  be  obviated.  If  we  have  money  necessary  to  respond  to  liability, 
that  is  enough.  It  matters  not  to  the  policyholder  or  the  public  —  whom 
the  departments  represent,  whether  we  get  it  from  premiums  or  from 
stockholders.  We  have  two  dollars  for  every  one  of  liability,  and  yet  we 
show  impairment,  for  two  reasons:  first,  because  of  the  ^yi  per  cent 
valuation;  and,  second,  because  our  capital  is  called  a  liability.  The 
former  you  are  carefully  considering.  The  latter  is  too  ridiculous  for  us 
to  ask  you  to  consider,  but  serious  enough  in  its  effects  to  constrain  us  to 
ask  you  to  make  recommendation  of  such  character  that  we  shall  not  be 
troubled  with  it  hereafter." 

In  their  report,  this  committee  endeavored  to  express  clearly 
the  manner  in  which  the  legal  net  values  of  life  insurance  policies 
should  be  calculated ;  that,  after  all  other  existing  liabilities  are 
provided  for,  the  amount  called  for  by  these  net  values  should 
be  on  hand,  in  deposit  with  the  company,  and  held  in  bona  fide 
securities  bearing  net  interest.  In  the  opinion  of  this  committee, 
it  is  immaterial  who  furnishes  the  money.  The  requisite  legal 
deposit  (or  "  reserve ")  must  be  on  hand  to  the  credit  of  each 
policy.  In  allusion  to  Mr.  Rollins'  letter,  we  will  add  that  the 
less  the  state  has  to  say  or  do  in  reference  to  '^  impairment  of 
capital"  in  life  insurance  companies,  the  better  for  policyholders 
and  companies,  because  this  distracts  attention  from  the  "  great 
sheet-anchor  of  life  insurance  "  —  the  amount  that  must  be  held 
in  deposit,  in  order  to  insure  "  payment  to  the  widow  and 
orphan,"  even  at  a  distance  almost  beyond  the  horizon.  Cap- 
ital of  a  million  dollars  will  not,  in  a  large  company,  begin  to 
furnish  adequate  security.  The  state  looks  to  the  deposit,  and 
not  to  the  capital  stock,  as  the  sheet-anchor  of  safety  in  life  insur- 
ance companies. 

Mr.  Smith  :   Before  closing  I  would  say  that  this  committee  signed  a 
drcular  letter  in  September,  and  intrusted  it  to  the  secretary  to  be  sent  to 
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the  yariout  secfiont  of  the  country  asking  prominent  gentlemen  In  the 
financial  and  business  world  to  give  their  attention  to  this  question  of 
such  great  interest  The  following  is  a  copy  of  the  circular  so  sent,  with 
extracts  from  the  answers  that  were  received  in  response : 

The  Circular. 

Frankfort,  Ky.,  September,  1871. 

Dear  Sir  : 

In  May  last  a  national  convention,  composed  of  the  state  officers  of  the 
several  states  of  the  Union,  charged  by  law  with  the  supervision  of  insur- 
ance affairs,  met  in  New  York,  for  the  purpose  of  discussing  the  relations 
which  the  states  should  assume  with  this  great  public  interest,  and  of 
agreeing,  if  possible,  upon  some  plan  for  harmonizing  the  legislation  of 
the  several  states  upon  the  subject. 

The  convention  discussed  a  varietv  of  subjects  relative  to  insurance 
matters,  and  during  its  sitting  was  addressed  by  committees  of  the  New 
York  Chamber  of  Commerce,  the  National  Board  of  Fire  Underwriters, 
the  New  York  Board  of  Fire  Underwriters,  the  Marine,  Life  and  Accident 
companies  and  other  bodies,  and  adjourned  June  2,  to  meet  again  on 
the  i8th  of  October,  for  the  further  discussion  and  disposition  of  unfin- 
ished business. 

Among  the  committees  appointed  for  the  consideration  of  separate 
leading  topics  was  the  one  whose  title  heads  this  circular.  This  com- 
mittee was  instructed  to  consider  the  several  communications  referred  to 
them,  also  to  obtain  further  information  germain  to  the  subjects  com- 
mitted to  them,  as  far  as  practicable,  and  report  at  the  adjourned  session 
what  action,  in  their  judgment,  the  convention  should  take  thereupon. 
In  the  performance  of  this  duty  we  have  concluded  to  solicit  the  opinions 
of  the  leading  and  most  intelligent  capitalists  of  the  country,  in  the  form 
of  replies  to  questions  herein  proposed,  and  lay  the  same  before  the  con- 
vention, with  our  report.  We  have,  therefore,  sent  this  circular  to  some 
of  the  principal  capitalists  in  each  of  the  following  named  cities :  New 
York,  Philadelphia,  Boston.  Baltimore,  Richmond,  Savannah,  New 
Orleans,  St.  Louis,  Cincinnati,  Chicago  and  San  Francisco.  Upon  the 
prospective  rate  of  interest  depends  especially  the  perpetuity  of  life 
insurance. 

You  are  aware  that  the  contracts  of  life  insurance  companies  may  run 
a  good  many  years  before  maturing.  The  question,  then,  of  the  average 
prevailing  rate  of  interest  in  future  years  is  one  of  prime  importance ; 
and  the  state,  in  performing  its  functions  of  guardian  over  this  great 
institution,  should  use  every  means  to  determine  what  likelihood  there  is 
that  the  companies  will  be  able  to  fulfill  their  contracts  with  policyholders 
at  maturity.  The  committee  are  of  opinion  that  the  most  reliable  infor- 
mation on  this  subject  can  only  be  obtained  bpr  collecting,  comparing 
and  digesting  the  opinions  of  the  class  of  business  men  to  which  you 
belong. 

They,  therefore,  respectfully,  but  most  earnestly,  request  your  answer 
to  the  following  questions  as  soon  as  practicable,  so  that  they  may  be 
able  to  lay  it  before  the  convention,  with  their  report  on  the  i8th  of 
October.  Your  letter  should  be  addressed  to  Henry  S.  Olcott,  Secretary 
of  the  National  Insurance  Convention,  No.  158  Broadway,  New  York. 
Your  answers  may  be  as  full  and  explanatory  of  your  views  as  you 
choose. 

A  copy  of  the  report  of  the  proceedings  of  the  convention  will  be  for- 
warded to  you  as  soon  as  printed. 

Questions. 
!•  What  rate  of  interest  is,  in  your  judgment,  likely  to  be  realized  in 
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jour  section  of  the  country  on  strictly  first-class  securities  during  the 
next  ten  years? 

In  answering  this  question,  please  define  what  you  consider  '*  first-class 
securities ;"  and,  if  the  rate  varies,  what  interest  is  likely  to  be  earned  on 
each  kind. 

a.  What  rate  of  interest  may  insurance  companies  loaning  money  on 
the  best  real  estate  securities  assume  they  will  receive  during  the  next 
ten  years? 

3.  What  will  be  the  effect,  if  any,  during  the  next  ten  years,  upon  the 
rate  of  interest,  of: 

fi.)  The  increase  of  immigration  and  population  of  the  country; 
2.)  Continued  construction  of  railroads  and  telegraphs,  multiplied 
mining  and  manufacturing  operations,  and  other  developments  of  the 
resources  of  the  country; 

(3.)  Improved  facilities  of  communication  by  railroad  and  telegraph 
with  commercial  centres,  here,  and  in  foreign  countries; 


!4.)  The  production  of  the  precious  metals; 
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^5.)  The  negotiation  of  the  pending  or  other  government  loans,  at  5 
per  cent,  or  a  Tower  rate  of  interest; 

(6.)  Of  any  other  events  which  you  may  deem  will  affect  the  rate  of 
interest? 

4.  Extending  the  period  to  twenty,  thirty  and  fifty  years  in  each  of  the 
cases  above  cited,  what  variation,  if  any,  woula  you  make  in  your 
answers  as  respects  each  of  the  above  periods,  viz :  twenty,  thirty  and 
fifty  years  ? 

5.  Specify  what  deductions  from  the  gross  rates  indicated  by  you  above 
should  in  each  case  be  made,  in  order  to  ascertain  the  net  rate  which 
would  probably  be  realized  on  the  investments  of  the  life  insurance  com- 
panies f 

Again  urging  the  importance  of  an  early,  candid  and  full  reply. 

We  remain,  dear  sir. 

Yours,  very  respectfully, 

GusTAVUs  W.  Smith, 
Insurance  Commissioner  0/  the  State  of  Kentucky^  Chairman  \   Committon 

George  M.  Brikkerhoff, 
Superintendent  Insurance  Department  of  the  State  of  HI. 

Oliver  Pillsbury, 
Insurance  Commissioner  of  the  State  of  New  Hampskire. 

The  Answers. 
Drexsl  &  Co.,  34  South  Third  street,  Philadelphia,  October  4,  1871. 
H.  S.  Olcott,  Esq.,  Secretary, 

Dear  Sir  :  I  have  received  a  circular  from  '*  committee  on  valuations,* 
oropounding  certain  questions. 

To  the  first,  as  to  rate  of  interest  for  the  next  ten  years,  on  first-class 
securities,  I  should  think  six  per  cent  can  be  realized  by  first-class  secur- 
ities I  mean  mortgages,  state,  and  city  undoubted  bonds.  I  think  the 
question  of  rates  of  interest  depends  largely  on  the  amount  of  irredeem- 
able paper  money  in  circulation,  and  the  expansion  occasioned  thereby. 
Improved  facilities  of  communication  by  railroad  and  telegraph  with  the 
commercial  centres,  will  be  apt  to  cheapen  or  equalize  the  rates  of  money 
throughout  the  country. 

The  negotiation  of  a  five  per  cent  government  loan,  also,  may  tend  to 
brin^  down  the  rates  of  interest  Active  business  means  higher  rates, 
and  improvements  for  capital. 

Yours  truly, 

A.  J.  Drbxkl.  ' 
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Cricaqo,  III.,  October  4, 1871. 
HniRT  S.  OLCxyrr,  Esq.,  Stcretafy  National  Convention, 

Dbar  Sir  : — In  answering  the  questions  propounded  \>y  your  com- 
mittee, I  will  confine  myself  to  the  state  of  Illinois.  In  my  judgment, 
the  rate  of  interest  likelv  to  be  realized  in  this  section  of  country,  on 
strictly  '*  first-class  securities,"  during  the  next  ten  years,  will  average 
about  8  1-12  per  cent  per  annum. 

On  strictly  first-class  business  and  residence  property,  in  the  city  of 
Chicago,  the  rate  will  be  about  8  per  cent.  On  all  other  property  in  the 
city  of  Chicago  and  its  suburbs,  the  rate  will  vary  from  9  per  cent  to  10 
per  cent  per  annum. 

On  first-class  business  and  residence  property,  in  the  cities  of  Quincy, 
Peoria)  Springfield,  Bloomington,  and  other  smaller  but  active  business 
places  in  the  state  of  Illinois,  the  rate  will  be  from  9  per  cent  to  10  per 
cent  per  annum. 

On  improved  farms,  in  the  state  of  Illinois,  the  rate  will  not  be  less  than 
10  per  cent  per  annum. 

In  defining  what  constitutes  *'  first-class  security,"  regard  must  be  had 
to  the  rate  of  interest  and  kind  of  property. 

in  the  case  of  8  per  cent  loans,  the  title  being  perfect  and  unencum- 
bered, the  property  should  be  so  improved  as  to  produce  a  rental  sufficient 
to  pay  taxes  and  mterest.  It  should  be  so  situate,  with  reference  to  the 
besi  business  positions,  that  it  would  not  be  likely  to  depreciate  in  value 
in  the  future.  Its  cash  value  should  be  fully  equal  to  double  the  amount 
of  the  loan.  That  is  to  say,  the  land,  exclusive  of  improvements,  should 
never  be  of  a  less  cash  value  than  the  amount  of  the  loan.  Where  the 
land  is  not  of  a  cash  value  greatly  more  than  the  amount  of  the  loan, 
then  the  improvements  should  be  of  a  cash  value  considerably  more  than 
the  amount  of  the  loan,  and  should  in  all  cases  be  insured  in  at  least  two 
companies,  to  their  fu  II  value.  This  is  my  judgment  and  experience  as  to 
what  constitutes  first-class  in  the  particular  case. 

I  lay  particular  stress  on  the  value  of  the  land,  for  the  very  obvious 
reason  that  *''real  estate"  is  the  highest  order  of  security — it  has  an  inher- 
ent value  not  dependent  on  skill  or  ability  of  individuals.  Enterprises 
may  fail  and  companies  become  bankrupt,  but  real  estate,  as  a  security, 
is  a  certainty  which  nothing  short  of  an  earthquake  can  destroy. 

Whoever  loans  on  brick  and  mortar,  takes  not  only  the  ordinary  risk  of 
the  loan,  but  the  risk  of  the  solvency  of  the  fire  company  in  which  the 
property  is  insured.    The  less  of  this,  the  better. 

In  the  case  of  9  percent  and  10  per  cent  loans  :  To  constitute  first-class 
security,  the  property  loaned  on  should,  in  addition  to  the  requirements 
of  title,  location,  etc.,  be  worth,  in  cash,  at  least  three  times  the  amount 
of  the  loan. 

In  the  case  of  10  per  cent  loans.  Improved  farming  lands  in  Illinois,  I 
regard  as  the  highest  and  best  security.  They  pay  a  higher  rate  of  interest 
and  are  steadily  advancing  in  price.  They  are  not  liable  to  be  sold  for 
taxes,  as  city  property  is.  The  title  to  them  is  usually  short  and  simple, 
and,  under  our  style  of  security,  farmers  pay  interest  as  promptly  as  any 
other  people. 

First-class  security  in  this  kind  of  property  requires  that  the  land, 
exclusive  of  improvements,  be  worth,  in  cash,  at  least  three  times  the 
amount  of  the  loan. 

In  loaning  on  farming  lands,  I  always  require  improvements,  but  I 
never  estimate  the  improvements  as  a  basis  for  the  loan. 

In  answering  the  second  question  propounded,  I  will  say  8  per  cent  I 
would  willingly  obligate  myself  to  loan  millions  annually  at  this  rate, 
subject  to  the  conditions  mentioned. 

In  answer  to  the  third  question,  my  judgment  is,  that  during  the  next 
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ten  jears,  the  increase  of  immigration  and  population  of  the  country,  con* 
tinued  construction  of  railroads  and  telegraphs,  multiplication  of  mining 
and  manufacturing  operations,  and  other  development  of  the  resources 
of  the  country,  facility  of  communication  by  railroad  and  telegraph  with 
commercial  centres,  here  and  in  foreign  countries,  the  production  of  pre- 
cious metals,  the  ne^tiation  of  pending  or  other  government  loans  at  5 
per  cent,  or  lower,  will  have  but  little  effect  on  the  rate  of  interest  in  this 
section,  durinfi:  the  next  ten  years. 

Were  the  MUsiRsippi  river  the  western  boundary  of  our  continent,  the 
case  would  be  different.  The  fact  that  all  the  states  lying  on  its  eastern 
border  are  yet  in  their  infancy,  coupled  with  the  further  fact  that  to  the 
west  of  it  lies  en  empire  fertile  in  all  the  products  of  the  earth,  and  in 
whose  ho«om  lies  hidden  millions  of  treasure,  warrant  my  conclusions. 

To  finiflh  the  unfinished  portion  east  of  this  great  highway,  and  to  utilize 
and  develope  the  vast  and  varied  extent  of  country  beyond,  must  long 
create  no  ordinary  demand  for  money.  The  west  is  not  only  unfinished, 
but  it  is  a  live  country,  filled  with  live,  enterprising  people  from  cv^rj 
land  and  every  clime,  whose  mission  is  the  development  of  this  empire. 
To  do  this,  they  must  and  will  have  money;  for  they  are  not  lenders,  but 
borrowers. 

What  will  be  the  rates  of  interest,  twenty,  thirty  and  fifty  years  hence 
can  only  be  conjectured. 

I  will  venture  to,  say,  however,  that,  in  twenty  years,  the  average  rate 
in  this  section,  on  the  kinds  of  property  mentioned,  will  be  very  little,  if 
anything  below  8  per  cent.  Tn  thirty  vears  it  may  be  7  per  cent,  and  fifty 
years  it  may  be  6  per  cent. 

If  the  securities  be  properly  taken,  there  ought  to  be  no  deductions,  in 
any  of  the  cases  above  made,  in  order  to  ascertain  the  rate. 

Respectfully, 

Jno.  J.  McKlNNOK. 

New  York,  October  6,  187 1. 
Henry  S.  Olcott,  Esq.,   Secretary  of  the  National  Imsuramce  Con- 
vention : 

I  will  write  you  hastily  a  few  suggestions  about  the  probable  rate  of 
interest  for  the  next  ten  years  in  this  country.     I  will  commence  by  saying 
that,  with  the  single  exception  of  the  alteration  and  intervention  of  tax 
laws,  I  see  no  reason  why  interest   should   advance  or  decline   in  rate 
materially  or  perceptibly  within  the  next  ten  or  thirty  years.     There 
cannot  be,   in   the   language   of  Wall    street,   within   this    century,  a 
'*  corner**  in  land,  or  in  the  means  of  production  in  this  country;  nor 
can    the  best   lands   all   be    absorbed  within  the  period    named.     The 
improvements  in  machinery,  certainly,  during  all  of  this  century,  will 
more  than  compensate  for  any  crowd mg  of  population  in  sterile  lands; 
and,  therefore,  there   is   a  fair  prospect  that  labor  will  be  as  well  or 
better  rewarded   for  the   next  quarter  of  a  century  than  for  the  past 
quarter.     The  rate  of  wages  will   always  regulate  the  remuneration  of 
capital,  which  is  only  accumulated   labor.     However,  I  will  attempt  to 
show  that  the  remuneration  of  capital  is  often  far  from  being  the  rate  of 
legal  interest,  unless  it  is  assumed  that  the  legal  rate  of  interest  is,  in 
any  state,  the  rate  less  the  legal  tax.     In  Rochester,  last  year,  the  rate  of 
taxation  was  6.70;  in  Buffalo,  Albany  and  Brooklyn,  about  4.50.     Now, 
if  the  law  was  executed,  the  legal  rate  of  interest  fast  year  in  Rochester 
was  30. 100  of  one  per  cent — as  low  a  rate  as  anyone  can  anticipate,  I 
imagine,  in    the  next  ten  years.     In  Rochester,  a  few  years  ago,  the  rate 
of  taxation  was  higher  than  last  year;  and  I  had  a  mend  living  there 
who,  as  an  executor,  held  a  six  per  cent  mortgage,  and  he  was  «axed  on 
the  mortgage  considerably  more  than  the  amount  of  interest  due,  and 
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collected  on  it.  A  faithful  and  full  execution  of  the  present  tax  laws  on 
money  at  interest  would  annihilate  all  loans  held  by  residents,  and  would 
finally  transfer  the  entire  loaning  on  long  securities  to  institutions  like 
savings  banks,  or  to  non-residents  (living  in  states  and  countries  where 
money  at  interest  is  not  taxed)  who  by  law  would  be  exempt  from  taxa- 
tion. This  transfer  of  loans  would  not  change  materially  the  remunera- 
tion of  capital  here,  because  the  investments  of  those  who  remained 
here  would  be  made  in  real  estate  and  other  investments  that  could  be 
made  on  terms  of  equality  with  the  foreign  or  non-resident.  The  law  of 
political  economy  that  the  rate  of  profit,  in  one  investment,  risk  and 
convenience  taken  into  consideration,  must  be  the  same  as  other  invest- 
ments, would  still  be  in  full  force,  and  could  not  be  abrogated  by  any 
human  power.  If  the  legislature  of  any  state  wishes  to  have  an  honest 
system  of  taxing  money  at  interest,  it  can  inaugurate  such  a  system,  i  nd 
enforce  its  execution,  but  then,  the  rate  of  money  at  interest  must  advance 
or  borrowing  cease.  If  the  state  of  New  York  should  levy  a  tax  upon  all 
its  state  and  municipal  bonds,  and  provide  for  the  collection  of  one  per 
cent  semi-annually  at  the  time  of  payment  of  interest,  it  is  evident  that 
the  holders  of  New  York  and  Brooklyn  six  per  cent  bonds  would  receive 
only  four  per  cent  on  the  par  value,  and  these  bonds  would  decline  pro- 
portionately in  the  market.  This  seems  to  show  conclusively  that  the 
rate  of  interest  must  be  dependent  upon  the  rate  of  taxes  collected  upon 
evidence  of  debt.  Who  can  foretell  what  that  tax  may  be?  Who  can 
say  what  it  is  now?  The  amount  under  present  laws  is  more  uncertain 
than  any  game  of  chance  yet  introduced  in  the  gambling  fraternity.  It 
would  be  as  easy  to  predict  the  state  of  the  weather  just  ten  years  from 
to-day  as  to  say  what  will  be  the  rate  of  interest  hereafter,  unless  the 
rate  of  taxation  is  given,  or  unless  our  people  adopt  the  European  idea 
that  evidences  of  debt  are  not  property,  but  rights  to  property,  or  repre- 
sentations of  property;  and,  therefore,  that  they  should  not  be  taxed,  or 
if  we  wish  to  avoid  double  taxation,  or  the  inequalities  of  subjecting  our 
citizens  to  discriminating  burdens,  not  imposed  on  non-residents  holding 
the  same  class  of  securities  as  are  owned  by  our  residents.  Some  coun- 
tries have  required  a// evidence  of  debt  to  be  registered,  and  the  tax  paid 
in  advance  as  a  prerequisite  to  the  obligation  becoming  valid.  In  New 
Jersey,  a  few  years  ago,  a  tax  was  levied  on  mortgages  in  four  counties, 
and  the  mortgagee  was  permitted  to  reduce  the  valuation  of  his  land,  in 
the  assessment  an  amount  equal  to  the  mortgage ;  but  he  was  taxed  for 
the  amount  of  the  mortgage,  and  authorized  to  collect  back  from  the 
mortgagee  the  amount  of  the  tax  on  the  mortgage,  and  deduct  it  from  the 
interest  or  principal.  These  laws,  it  will  be  perceived,  were  honest, 
uniform  on  the  resident  and  non-resident;  but,  unfortunately,  under 
these  laws,  no  one  would  lend  money.  The  people  in  these  four  counties 
clamored  for  the  removal  of  all  taxes  on  mortgages  owned  by  residents 
of  Chese^four  counties,  and  the  legislature  complied  with  their  wish;  and 
now  these  four  counties  are  places  of  refuge  for  all  owners  of  mortgages. 
The  conclusion  to  which  I  arrive  is,  that  all  taxes  collected  on  the  lender 
must  be  paid  by  the  borrower;  and  that  the  rate  of  interest  must  vary 
from  time  to  time  with  the  amount  of  tax  actually  collected  of  the 
lender;  and  that  there  can  be  no  stability  in  the  rate  of  interest  until 
evidences  of  debt  are  exempt  from  taxation.  We  must  confine  our  taxa- 
tion to  the  things  represented,  and  not  inflict  irregular  double  taxation 
by  taxing  a  fart  of  Uie  representatives  of  things;  and  then  I  think  the 
rates  on  the  nest  security,  bond  and  mortgage,  will  be  about  six  per  cent 

Yours  respectfully, 

Isaac  Shsrmak. 
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The  following  replies  were  written  on  the  circular  letter  which 
was  returned  to  the  secretary : 

Alphbus  Hardy,  Esq.,  Boston,  Mass. :  To  first  question,  first  clause, 
•*7  per  cent  to  6yi  per  cent;"  to  second  clause,  **generall7  first-rate 
securities;"  to  second  question,  **6}i  per  cent;"  to  third  question, 
(0  ''keep  up  the  demand;"  (2)  ''but  for  impr<nfd  facilUits  the  rate 
would  be  one  per  cent  higher;"  ^4)  ''none  at  present;"  (5)  "to 
strengthen  the  market  rates."  To  fourth  question,  "money  may  be 
cheaper  after  twenty  or  thirty  years,  not  before."  To  fifth  question,  "  I 
can't  say,  perhaps  one-half  per  cent." 

W.  T.  Allen,  Esq.,  Chicago,  111. :  To  first  question,  first  clause,  "on 
centrally  located  city  property,  8  per  cent ;  on  outside  city  property  9  to  10 
per  cent;  on  county  land,  well  secured,  zo  per  cent;"  to  second  clause, 
"first  mortgages  not  to  exceed  half  value;  loans  on  farms  from  one- 
third  to  one-half  value,  in  the  West,  are  thoroughly  safe  and  can  be 
made  at  10  per  cent;"  to  second  question,  "8  to  10  per  cent;"  to  third 
question,  (i)  "to  keep  it  up;"  (a)  "to  keep  it  up;"  (3)  '*  to  equalize  it 
somewhat,  perhaps  to  reduce  it  in  centres;  but  the  great  demand  for 
money  for  the  development  of  the  vast  country  in  the  West,  will  keep  up 
rates  for  many  years;"  (4)  "not  to  decrease  rates  materially;"  (;) 
"  governments  being  of  the  nature  of  call  loans,  at  any  time  convertible 
Into  cash,  are  not  a  test  of  ruling  rates;  (6)  "  believe  the  opening  of  the 
vast  regions  to  West  and  North  will  keep  up  the  value  a  long  time."  To 
fourth  question,  '*do  not  believe  rates  on  good  securities  will  go  below 
7  to  8  per  cent  in  fifty  years."  To  fifth  question,  "  not  to  exceed  one-half 
per  cent." 

W.  C.  Ralston,  Esq.,  San  Francisco,  Cal. :  To  first  question,  first 
clause,  "8  to  10  per  cent;  "  to  second  question,  "8  to  10  per  cent;"  to 
third  question,  (i)  "will  tend  to  reduce  it;"  (2)  "same  as  above;" 
(3)  same  as  above;"  (4)  "ditto;"  (5)  "if  any  effect,  as  above."  He 
then  adds,  "The  general  tendency  in  this  country,  all  things  considered, 
is  to  lower  rates ;  yet  not  to  extreme  low  rates.  The  resources  of  the 
country  are  too  great  and  will  offer  inducements  to  capital  for  many 
years  to  come.     I  cannot  be  more  definite." 


All  of  which  is  respectfully  submitted,    (c) 

GusTAVus  W.  Smith,  >  r««i«///**  • 

OlIVKR  PlLLSBURY,         J  ^^*»'''**' 

NoTB  BY  THE  CoMPiLBR :  The  third  member  of  the  committee,  Mr. 
George  M.  Brinkerhoff*,  Superintendent  of  Insurance  of  Illinois,  having 
relin<juished  office  before  the  October  meeting  of  the  Convention,  could 
not  sign  this  report. 


EXPLANATORY  NOTES. 


(a)  Mr.  Smith  here  remarked :  We  desire  to  say  that  the  above  report 
was  written  in  July  last.  It  was  made  short,  not  because  the  committee 
did  not  recognize  the  great  importance  of  the  subject,  but  because  of  the 
remarkable  accord,  of  the  sound  and  clear  views  upon  '*  Re-insurance 
reserves  on  fire  and  marine  risks/' presented  to  the  convention  by  Messrs. 
Hope,  Oakley,  Heald,  and  other  representatives  of  fire  and  marine 
insurance  companies,  and  by  Mr.  C.  C.  Hine,  whose  communication 
on  this  subject  was  referred  to  this  committee  by  the  convention. 

In  view  of  the  recent  terrible  disaster  to  the  city  of  Chicago,  fire  insur- 
ance companies  should  not  need  to  be  reminded  that  large  extra  reserves 
are  essential.  Policyholders  and  companies  ought  to  understand  that  the 
rates  charged  should  be  sufficient  to  enable  the  companies  to  carry  out 
their  insurance  contracts.  No  company  is  safe  that  divides  its  apparent 
earnings  in  favorable  years,  thus  depriving  itself  of  the  means  necessary 
to  pay  its  losses  when  the  fire  fiend  claims  its  own. 

ib)  Mr.  Smith  here  said:  Now,  gentlemen,  we  will  come  to  the 
calculation  of  net  annual  premiums.  And  I  will  say,  in  going  through 
the  next  ten  or  eleven  pages,  the  whole  theory  of  this  is  to  form  a  net 
single  premium  into  a  series  of  equal  annual  premiums  of  the  equal 
money  value  of  a  net  single  premium,  This  is  done  on  this  legal  data 
fixed  by  the  rate  of  mortalitv  and  rate  of  interest.  In  order  to  get  at 
this,  first  calculate  the  value  In  hand  at  any  particular  time,  of  an  annual 
premium  of  a  dollar,  and  you  know  at  that  age  what  the  net  single  pre- 
mium will  effect.  The  rest  is  a  mere  matter  of  proportion.  I  have  given 
the  result,  which  gentlemen  can  refer  to,  and  they  are  made  up  on  the 
two  tables  of  mortality.  I  considered  it  very  doubtful  what  this  conven- 
tion would  do.  I  put  these  tables  at  4,  4J^,  5  and  6  per  cent,  which,  I 
thought,  would  be  the  limit  of  interest. 

(f)  NoTB. — The  tables  of  met  values  embodied  in  the  report  were 
computed  in  the  office  of  the  insurance  commissioner  of  Kentucky. 
Other  pressing  duties,  and  consequent  want  of  time,  prevented  the 
thorough  application  of  those  tests  which  should  be  used  in  constructing 
tables  intended  for  making  official  valuations,  but  the  results  are  believed 
to  be  correct  They  are  certainly  sufficiently  so  for  the  purpose  intended 
—  that  of  illustration. 


/ 


Hon.  Gustavus  W.  Smitr,  Olivbr  Pillsbury,  and  Gborob 

M.  Brinksrhoff,  Committee  of  the  National  Insurance 

Convention^  on  Table  of  Mortality  and  Rate  of  Interest 

for  the  Valuation  of  the  Policies  of  Life  Insuranee  Com* 

f  antes: 

Gbktlbmbn — On  your  invitation,  I  was  present  at  a  meeting 
of  the  committee,  at  the  May  session  of  the  National  Insurance 
Convention,  in  the  city  of  New  York,  and,  having  been  called 
upon  by  tlie  chairman,  made  some  unprepared  remarks  on  the 
subject  under  discussion,  mostly  conversational,  and  in  response 
to  special  inquiries  by  the  members  of  the  committee  and  other 
delegates  present  at  the  meeting. 

The  great  importance  of  this  subject  to  the  future  prosperity  of 
the  business  of  Life  insurance  in  this  country  has  induced  me  to 
prepare  tlie  following  paper,  which  I  now  submit  as  containing 
my  matured  views. 

I  present  it  to  you,  and  through  you  to  the  Convention,  to  the 
legislatures  of  the  different  States,  and  to  the  great  body  of  the 
American  people,  as  the  results  of  a  somewhat  varied  and  exten- 
sive experience  as  an  executive  and  supervising  officer. 

I  beg  leave  to  premise  in  advance,  that  your  organization  will 
become  a  permanent  one,  and  that  it  will  hold  annual  sessions  of 
greater  or  less  duration  in  different  parts  of  the  countrj",  for  the 
continuous  discussion  and  promotion  of  the  great  interests 
entrusted  to  your  supervision. 

I  have  long  felt  tlie  need  of  some  National  body  in  which  inter- 
state insurance  interests,  laws,  and  regulations  could  be  calmly 
and  disinterestedly  discussed,  for  the  promotion  of  the  general 
good  and  the  full  development  of  harmony,  in  accord  with  the 
national  constitution  and  tlie  peculiar  autonomy  of  the  different 
States  of  the  American  Union.  This  body  of  Insurance  Superin- 
tendents should  be  a  permanent  one,  having  continuous  existence 
in  the  successive  State  officers  invested  with  the  functions  of 
official  inspection  and  supervision  of  insurance  companies  in  the 
different  States. 

Annual  meetings,  for  purposes  of  personal  acquaintance,  dis< 
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cussion,  and  consultation,  should,  and  undoubtedly  will,  lead  to 
the  promotion  of  the  common  interests  of  the  Fire,  Marine,  and 
Life  insurance  companies,  and  of  the  great  body  of  the  people, 
whose  interests  it  is  their  duty  to  foster  and  promote. 

Your  discussions  and  recommendations  here,  however,  although 
justly  entitled  to  great  consideration  and  influence,  are  not,  and 
should  not  be,  final  jind  conclusive  as  to  the  various  points  under 
discussion.  Your  action  is  simply  recommendative,  and  is  subject 
to  reconsideration  by  future  conventions  of  your  own  successors 
in  office,  and  open  also  to  the  critical  supervision  of  the  legisla- 
tures of  forty-eight  different  States  and  Territories,  and  of  their 
successors  in  office,  upon  whom  the  direct  and  immediate  respon- 
sibility rests,  so  far  as  legislation  is  concerned.  It  will,  therefore, 
readily  be  seen,  that  sound  policy  and  wise  statesmanship  will 
counsel  slow  progress,  and  the  adoption  only  of  such  action  as 
will  be  entitled  to  receive,  and  which  will  probably  meet  with, 
the  general  concurrence  of  the  different  States,  and  the  approval 
of  the  insurance  companies  and  of  future  conventions  of  Superin- 
tendents. 

It  would  be  very  unfortunate,  if,  through  ill-advised  and  pre- 
cipitate or  inconsiderate  action,  recommendations  should  be  made 
which  failed  to  commend  themselves  to  the  sound  judgment  and 
true  interests  of  the  different  States,  or  which,  afler  being 
adopted  by  the  present  Legislatures,  should  be  repealed  by  suc- 
ceeding ones. 

The  most  important  point  which  can  claim  your  attention  is, 
undoubtedly,  tliat  of  a  standard  table  of  mortality  and  rate  of 
interest  for  life  insurance  valuations  and  calculations.  Here, 
uniform  action,  if  in  the  right  direction,  is  more  important  than 
in  any  other,  as  the  table  of  mortality  and  the  rate  of  interest 
permeate  tlie  whole  constitution  and  being  of  a  life  msurance 
corporation,  and  a  divorce  or  change,  afler  the  lapse  of  a  few 
years,  becomes  very  difficult  and  complicated. 

Numerous  and  convenient  tables  will  also  multiply,  in  various 
forms,  whenever  a  common  mortality  and  uniform  rate  of  interest 
have  been  adopted  by  the  companies  and  the  legislatures  of  the 
different  States. 

In  approaching  this  subject,  it  is  of  the  first  importance  that 
we  should  definitely  understand  what  are  the  existing  laws  of  tlie 
various  States  of  the  Union,  now  actually  in  force,  prescribing 
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rates  of  interest  and  tables  of  mortality,  for  determining  the 
liabilities  of  Life  insurance  companies. 

The  following  is  a  summarized  statement  of  the  laws  of  the 
different  States  which  have  prescribed,  by  statute,  tables  of  mor- 
tality and  rates  of  interest  to  be  assumed  in  testing  the  soundness 
and  solvency  of  these  institutions. 

NEW  YORK. 

The  standard  in  this  State  is  the  American  Experience  Table 
of  Mortality,  yvMSx/our-and-^-half  per  cent  interest. 

Chronologically,  tlie  subject  has  been  legislated  upon  in  New 
York  as  follows : 

A.D.  1828. 

During  this  year,  that  portion  of  the  Revised  Statutes  was 
passed  which  related  to  '*  Moneyed  Corporations,"  which  term 
was  defined  to  cover,  among  others,  every  corporation  authorized 
by  law  to  make  insurances,  i  7?.  S.  598,  §  51.  Moneyed  cor- 
porations (and  insurance  companies,  therefore,)  which  were 
incorporated  after  1828,  or  the  charters  of  which  were  renewed 
thereafter,  were  required  to  make  annual  statements  to  the  Comp- 
troller yearly,  on  the  first  day  of  January,  in  a  form  prescribed  by 
said  statute  and  by  that  officer.  Under  this  statute,  fire  and 
marine  insurance  companies  reported  to  the  Comptroller  with 
more  or  less  regularity,  from  the  year  1830  to  the  passage  of  the 
general  insurance  act  of  1849. 

Ste  Bartus^  N.  /*.  Condensed  Insurance  Reporis,  vol  i,  p€usim  i  i  R,  S^  fetri 
\y  chap,  xviiij  title  %,  $  19,  p.  S93)^r</  edition, 

A.D.  1849. 

During  this  year,  the  first  general  insurance  act  was  passed, 
under  the  provisions  of  the  Constitution  of  1846,  which  thereafter 
abolished  sub  modo  all  special  charters,  and  required  the  passage 
of  general  insurance  laws. 

This  act  was  passed  April  10,  1849,  and  was  entitled  ^^An  act 
to  provide  for  the  incorporation  of  insurance  companies,^  See 
Sess,  Z^awSj  chap.  308. 

By  the  provisions  of  the  seventh  and  thirteenth  sections  of  said 
act,  insurance  companies  of  tliis  and  other  States  and  foreign 
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countries  doing  business  m  New  York,  were  required  to  make 
annual  statements  yearly  in  the  month  of  January,  showing  their 
condition,  as  prescribed  by  statute,  under  a  blank  form  to  be 
furnished  by  the  Comptroller ;  and  in  case  the  capital  of  any 
company,  through  losses  and  expenses,  or  otherwise,  had  become 
deficient  or  impaired  to  the  extent  of  twenty-five  per  cent  thereof, 
the  company  was  obliged  to  make  an  assessment,  wind-up  its 
afifairs,  or  discontinue  business  in  this  State.  This  statute  did  not, 
in  express  terms,  refer  to  the  subject  of  re-insurance  as  a  liability 
of  an  insurance  company. 

A.D.  1S51. 

During  this  year,  the  first  act  was  passed  expressly  relating  to 
Life  insurance  companies  only.  It  was  entitled,  ">4«  act  in  rela- 
tion to  all  companies  transacting"  the  business  of  Life  insurance 
within  this  State.**  Passed  April  8,  185 1.  Chap.  95,  Sess. 
Laws^  1 85 1. 

This  act  required  a  deposit,  with  the  Comptroller,  by  all  Life 
insurance  companies  doing  business  in  New  York,  of  $100,000.00, 
for  the  security  of  policyholders. 

By  the  fourth  section  of  this  act,  special  reports  were  required 
from  Life  insurance  companies  of  sister  States  and  foreign  gov- 
ernments, showing  certain  specified  items  of  information,  among 
which  was  "  the  amount  of  fund  reserved  for  re-insurance.'* 

The  fifth  section  empowered  the  Comptroller  to  appoint  one  or 
more- competent  persons  to  examine  into  the  afiairs  of  Life  insur* 
ance  companies  transacting  business  in  this  State,  to  examine 
their  books,  etc. 

If  the  assets  appeared  to  be  insufficient  to  insure  the  outstanding 
risks,  or  the  company  to  be  in  an  unsound  condition,  it  was 
required  to  be  dissolved ;  or  if  from  another  State,  to  discontinue 
its  business  in  New  York.     §§  6  and  7  id. 

A.D.  1853. 

During  this  year,  the  first  general  Life  insurance  act  was  passed, 
which  act  has,  since  that  period,  mainly  regulated  the  business  of 
Life  insurance  in  this  State.  It  was  entitled,  "  An  act  for  the 
incorporation  of  Life  insurance  companies^  and  in  relation  to 
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Agencies  of  such  comf  antes ^  Passed  June  24,  1S53.  Sess. 
Ltnvs^  1853. 

By  the  twelfUbi  fourteenth,  and  fifteenth  sections  of  this  act,  all 
Life  companies  doing  business  in  this  State  were  required  to  make 
annual  statements  of  their  affairs  on  the  first  day  of  January,  or 
within  sixty  days  thereafter,  containing  certain  detailed  and 
specific  information,  in  a  blank  form«  which  was  to  be  furnished 
and  modified  by  the  Comptroller.  The  re-insurance  liability  is 
not  specifically  mentioned  in  this  section,  except  that  a  tabular 
and  classified  statement  was  required  of  the  policies  in  force, 
showing  the  ages  and  years  of  issue  in  such  a  manner  as  to 
enable  the  Comptroller  to  make,  or  have  made,  a  valuation  of  tlie 
outstanding  policies. 

No  standard  of  valuation  was  prescribed  ;  blank  forms  were, 
however,  printed,  under  which  classified  tables  of  policies  were 
returned  by  the  companies  for  several  years. 

This  statute  embodied  the  main  Life  insurance  laws  in  force  on 
the  organization  of  the  Insurance  Department  in  zS6o. 

A.D.  1S66. 

During  this  year,  the  first  act  was  passed  which  relieved  the 
superintendent  from  the  personal  duty  of  fixing  upon  a  rate  of 
interest  and  table  of  mortality. 

By  chapter  785,  §  i.  Laws  of  1S66,  tlie  English  Life  Table  No. 
3,  Males,  at  five  per  cent  interest,  was  fixed  upon  as  the  legal 
standard.     See  Sess.  Laws^  iS66. 

A.D.  1868. 

The  act  of  1866  was  superseded  by  the  one  of  186S  {chap.  623, 
§  i),  which  fixed  upon  the  American  Table  of  Mortality  and  four- 
and-a-half  per  cent  interest.  This  act  was  passed  under  the 
circumstances  and  for  the  reasons  detailed  in  my  annual  report 
of  1869.     See  p.  Ixxxii,  Life  Report, 

The  practical  results  of  these  two  standards  ran  very  nearly 
together,  the  higher  rate  of  interest  in  the  English  table  of  one- 
half  per  cent,  which  diminished  the  reserve,  being  off-set  by  the 
larger  mortality  of  tlie  English  Life  table,  as  compared  with  the 
American  Experience. 
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The  existing  statute  of  New  York  is  as  follows : 

"  §  13.  *  *  *  It  shall  alto  be  the  dutj  of  the  taid  Superintendent,  at 
least  once  in  ever/  five  jears,  and  annuallj,  in  his  discretion,  to  make 
▼aluatlont  of  all  the  outstanding  policies,  additions  thereto,  unpaid 
dividends,  and  all  other  obligations  of  everj  American  Life  insurance 
company  transacting  business  in  this  State ;  and  for  the  purposes  of  Ruch 
valuations,  and  for  making  special  examinations  under  the  seventeenth 
section  of  this  act,  and  for  valuing  registered  life  and  other  policies 
under  chapter  seven  hundred  and  eight  of  the  laws  of  eighteen  hundred 
and  sixty-seven,  the  rate  of  interest  assumed  shall  be  four-and-a-half  per 
cent  per  annum,  and  the  rate  of  mortality  shall  be  that  established  bj  the 
American  experience  table,  in  which  table  the  expectation  of  life,  and  the 
numbers  of  living  and  dying  at  each  age,  from  ten  to  ninety-five,  out  of 
one  hundred  thousand  persons  living  at  age  ten,  are  as  stated  in  the 
schedule  hereto  annexed. 

The  Superintendent  mapr,  in  his  discretion,  vary  the  above  standards 
of  interest  and  mortality  in  cases  of  companies  from  foreign  countries, 
and  in  particular  cases  of  invalid  lives  or  other  extra  hazards.  The 
Superintendent  may  also,  in  his  discretion,  value  policies  in  groups,  use 
approximate  averages  for  fractions  of  a  year  and  otherwise,  and  calculate 
values  by  the  net,  the  actual,  or  the  gross  premiums,  or  otherwise, 
deducting,  in  cases  of  gross  valuations,  from  the  gross  value  of  future 
premiums,  one-sixth  thereof  for  future  expenses  and  contingencies." 
(Schedule  follows,  containing  the  Table.) 

Laws  of  1S5},  ckaf.^i^  f  13,  as  wtuudedhy  Laws  of  xS66,  ckap.*fi%i  f  i,  andhy 
Laws  of  1S6S,  cAap.  623, 1 1 .     Wolford^s  Ims.  Laws,  p,  4S4. 

The  Portsmouth,  or  Northampton^  Table  of  Mortality,  at  six 
per  cent,  singularly  enough,  is  still  the  standard  for  determining 
the  gross  present  sum  payable  in  commutation  to  tenants  for  life, 
by  the  courtesy  or  in  dower,  under  Rule  85  of  the  Supreme  Coiut 
of  this  State. 

Population,  census  of  1S70,  is  •• ••  4,382,759 

Area,  square  miles •••••• 46>oS5 

Number  of  Life  insurance  companies  •  ••• •••••• 
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CALIFORNIA. 

The  rule  in  this  State  is  the  American  Experience  Tahle^four 
and^O'half  "p&c  cent  interest,  as  provided  in  the  following  statute : 

A.D.  1870. 

§  X.  Every  Life  insurance  company  organized  under  the  laws  of  this 
State  shall,  on  or  before  the  first  Monday  in  January  of  each  year,  furnish 
the  insurance  commissioner  the  data  necessary  for  determining  the  valu- 
ation of  all  its  policies  outstanding  on  the  thirtv-first  day  of  December 
next  preceding,  which  said  valuation  shall  be  based  upon  the  rate  of 
mortality  as  established  by  the  American  experience  life  table.  The  rate 
of  interest  to  be  assumed  shall  be  four-and-one-half  per  centum  per 
annum.    For  the  purpose  of  making  such  valuation,  the  insurance  com- 
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mistioner  of  this  State  is  authorized  to  employ  a  competent  actuary, 
whose  compensation  for  such  valuation  shall  be  three  cents  for  each 
thousand  dollars  of  insurance,  to  be  paid  by  the -respective  companies  for 
which  the  valuation  is  made. 

Section  i  of  tkt  actj  aMroved  April  4, 1870.  ttttiUed  ^^An  act  to  provide  for  ike 
oMeial  valuation  of  Life  insurance  pohciee ; "  Seu,  Laws,  i860, 1870,  chap. 
J>LXtP.^\    Wolf ortPs  Supplement,  pp,^  and  9, 

§  3.  When  the  certificate  of  the  insurance  commissioner  of  the  official 
valuation  of  the  policies,  as  provided  m  section  one  of  this  act,  issued  to 
any  company  organized  under  the  laws  of  this  State,  shall  not  be  accepted 
by  any  other  State,  in  lieu  of  a  valuation  of  the  same  by  the  insurance 
officer  of  such  other  State,  then  all  companies  organized  under  the  laws 
of  such  other  State,  doing  business  in  this  State,  shall  be  required  to 
have  a  separate  valuation  made,  under  the  authority  of  the  insurance 
commissioner  of  this  State,  as  in  this  act  provided. 

Same  actj  |  a ;  LawSf  1S69, 1S70,  /.  8S0. 

Population,  census  of  1870* • 560,247 

Area,  square  miles 188,981 

Nuaiber  of  Life  insurance  companies • •  2 


KANSAS. 

This  State  has  adopted  the  American  Experience  Tahle^  at 
four-and^i'half  per  cent  interest,  as  embodied  in  the  following 
section  of  the  act  of  1871 : 

A.D.  1871. 

f  14^  It  shall  be  the  duty  of  the  said  superintendent,  once  in  three 
years,  to  make,  or  cause  to  be  made,  net  valuations  of  all  the  outstanding 
policies,  additions  thereto,  unpaid  dividends,  and  all  other  obligations 
of  every  Life  insurance  company  transacting  business  in  this  State;  and 
for  the  purpose  of  such  valuations,  and  for  making  special  examina- 
tions of  the  condition  of  Life  insurance  companies,  as  provided  in  the 
laws  of  this  State  relating  to  Life  insurance  companies,  and  for  valuing 
all  policies,  of  whatever  description,  and  for  any  purpose  whatever,  the 
rate  of  interest  shall  be  four-and-one-half  per  cent  per  annum,  and  the 
rate  of  mortality  shall  be  established  by  the  tables  known  as  the  American 
experience  tables ;  provided^  that  whenever  the  laws  of  any  other  State 
of  the  United  States  shall  authorize  a  valuation  of  Life  insurance  policies 
by  some  designated  State  officer,  according  to  the  same  standard  as 
herein  provided,  or  some  other  standard  which  will  require  a  reserve  not 
less  than  the  standard  herein  provided,  the  valuation  made  according  to 
the  said  standard  by  such  officer  of  the  policies  and  other  obligations  of 
any  Life  insurance  company  not  organized  under  the  laws  of  this  State 
and  certified  by  said  officer,  may  be  received  as  true  and  correct,  and  no 
further  valuation  of  the  same  shall  be  required  of  such  company  by  the 
superintendent  of  insurance;  the  superintendent  may.  in  his  discretion, 
value  policies  in  groups,  and  use  approximate  averages  for  portions  of 
years  and  otherwise,  but  he  shall,  in  all  cases,  calculate  values  by  net 
premiums;  the  superintendent  may,  in  his  discretion,  vary  the  above 
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standard  of  interest  and  mortalitj  in  capes  of  companies  from  foreign 
countries,  and  in  particular  caseii  of  invalid  lives  or  other  extra  hazards. 

Section  14.  chaf.  8.  of  the  act  entitled  "  An  act  to  egtahlish  an  Insurance 
Department  in  i'     ~ 
business  therein 
Ses*.  Z.aioSf 

Special  provisions  relating  to  personal  examinations  are  made 
by  sections  7  to  :j  of  said  act. 

Sections  50  to  53  regulate  the  issue  of  registered  life  policies, 
which  are  to  be  valued  by  the  American  Experience  Table^  at 
four^and-a-half  per  cent. 

Woiford?9  Sup^emeuif  //.  49, 50. 

Population,  census  of  1S70  ••••••• •  •  • 3^4i399 

Area,  square  miles •••• 1 2o»ooo 

Number  of  Life  insurance  companies.  ••••••••••••••••  i 

KENTUCKY. 

The  State  of  Kentucky  has  adopted  the  American  Experience 
Table  at  four-and-a-half  per  cent  interest,  as  provided  by  the 
following  laws : 

A.D. 1870. 

§  13.  Upon  some  day  in  each  jear  designated  by  him,  the  commissioner 
shall  calculate  the  existing  values  of  all  outstanding  policies  of  Life 
insurance  in  companies  authorized  to  make  insurance  on  lives  in  this 
State,  according  to  the  standard  designated  and  established  by  the  laws 
of  this  State ;  provided,  Aowever,  that  if  any  company,  incorporated  by 
any  State  where  a  regularly  organized  insurance  bureau  or  department 
exibts,  shall  furnish  a  certificate,  under  seal,  in  due  form,  of  the  insurance 
commissioner  or  superintendent  setting  forth  the  existing  values  of  all 
its  outstanding  policies,  such  certificate  shall  be  received  as  evidence  by 
the  insurance  commissioner  of  this  Commonwealth,  and  no  valuation  of 
the  policies  of  such  company  shall  be  made  by  him.  The  cost  of  making 
every  valuation  under  this  section  shall  be  assessed  on  the  company 
whose  policies  are  so  valued. 

Section  14  of  the  act  entitled  **Am  ad  to  establish  an  Jnsmramce  Bureau  J* 
Approved  March  10,  1870. 

§  29.  When  the  actual  funds  of  any  Life  insurance  company  doing 
business  in  this  Commonwealth  are  not  of  a  net  cash  value  equal  to  its 
liabilities,  counting  as  such  the  net  value  of  its  policies,  according  to  the 
•'American  experience"  rate  of  mortality,  with  interest  at  four-and-one- 
half  per  centum  per  annum,  it  shall  be  the  duty  of  the  insurance  commis- 
sioner to  give  notice  to  such  company  and  its  agents  to  discontinue 
issuing  new  policies  within  this  Commonwealth,  until  such  time  as  its 
funds  have  become  equal  to  its  liabilities,  valuing  its  policies  as  aforesaid. 
Any  officer  or  agent  who,  after  such  notice  has  been  given,  issues  a  new 
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policy  from  and  on  behalf  of  tuch  company,  before  its  funds  have  become 
equal  to  its  liabilities  as  aforesaid,  shall  forfeit,  for  each  offence,  not 
exceeding  one  thousand  dollars. 

Wol/oriPs  SuppiemtHi^  pp,  49  and  Co.    Stetion  99  of  the  act  entitled  "  An  act 
for  the  incorjboraiion  and  rernlation  of  Life  Insurance  Companies  "  Approved 
March  10, 1S70.      Wolfordfs  Supplement  to  General  Insurance  Laws  of  the 
United  States^  p,*i^ 

A.D.  1S71. 

An  act  was  passed  in  tliis  State  during  the  present  year, 
entitled  ^^An  act  to  authorize  Life  Insurance  Companies  to  make 
special  deposits  of  securities  in  the  Insurance  Department^ 
This  act  regulates  the  issue  of  registered  policies,  which  are  to 
be  valued  by  the  legal  standard. 

\  4,  Wolford*s  Supplement  Ins,  Laws,  /.  100. 

Population,  census  of  1S70 • 1,320,01 1 

Area,  square  miles  • 40,500 

Number  of  Life  insurance  companies •  2 

MISSOURI. 

This  State  has  adopted  the  American  Experience  standard  of 
mortality,  vfiihfour-<tnd^a'haifi^r  cent  interest,  as  follows: 

A.D.  1869. 

§  29.  It  shall  be  the  duty  of  said  superintendent,  once  in  every  five 
years,  to  make,  or  cause  to  be  made,  valuations  of  all  outstanding  poli- 
cies, additions  thereto,  unpaid  dividends,  and  all  other  obligations  of 
every  American  Life  assurance  company  doing  business  in  this  State ;  and 
for  the  purpose  of  such  valuation,  and  for  making  special  examinations 
under  the  forty-first  section  of  this  act,  the  rate  of  interest  assumed  shall 
be  four-and-a-'half  per  cent  per  annum,  and  the  rate  of  mortality  shall  be 
that  established  by  the  American  experience  table,  in  which  table  the 
expectation  of  life  and  the  numbers  of  living  and  dying  at  each  age,  from 
ten  to  ninety-five,  out  of  one  hundred  thousand  persons  living  at  age  ten, 
are  as  stated  in  the  schedule  hereto  annexed.  The  superintendent  may, 
in  his  discretion,  value  policies  in  groups,  and  use  approximate  averages 
for  fractions  of  years  and  otherwise,  but  he  shall,  in  all  cases,  calculate 
values  by  the  net  premiums,     [Schedule  of  the  table  annexed.] 

Section  39  of  the  act  entitled  *^*An  act  for  the  incorporation  and  regulation  of 
Life  Assurance  Com  ponies  V  Approved  March  4,  1S69.  Wolford*s  Ins, 
LawSf  pp.  36S-J69.   Sess.  Laws,  1009,  /.  35*37. 

See  section  41,  same  act  (Sess,  laws,  1S69,  p.  40),  for  the 
provisions  relating  to  personal  examinations  of  Life  companies, 
and  tiie  proceedings  thereon. 

A.D.  1S71. 

S  2.  ♦  ♦  ♦  Prior  to  the  iirst  day  of  January,  1871,  the  superinten- 
dent shall  make,  or  cause  to  be  made,  in  the  manner  provided  by  sec- 
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tions  twenty-nine  and  forty-one  of  an  act  entitled  *^Am  actjarfi^smeor- 
for  at  ion  and  rtgnlation  of  Life  Assurance  Companies,**  approved  March 
lo,  1S69,  an  examination  and  valuation  of  the  assets  and  liabilities  of 
every  Life  insurance  company  doing  business  in  this  State,  which  has  not 
been  heretofore  examined  by  him,  or  under  his  direction;  and  if  said 
superintendent  shall  be  satibfied,  after  such  examination  and  valuation 
is  made,  that  any  company  is  in  an  unsound  condition,  or  that  its  actual 
assets  are  less  than  all  its  liabilities,  he  shall  proceed  against  it  as  provided 
by  law  in  the  case  of  unsound  Life  insurance  companies.  The  costs  of 
making  the  examination  and  valuation  herein  designated  shall  in  each 
case  be  assessed  upon  and  paid  by  the  company  examined.      •        *        • 


Section  a  o/t^e  art  approved  March  34, 1870,  entitled  ^ Inturanee department  of, — 
Am  act  to  amend  sections  seven,  eleven,  tkirteem,  sixteen  andseventeen 
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not  i 

act  emtiUed  *An  act  to  create  an  Insurance  DepartmesU^  "    Approved  March 

4, 1869;  Sess,  Laws,  1870,/.  51. 

Population,  census  of  1S70 • 1,721,295 

Area,  square  miles • 67,380 

Number  of  Life  insurance  companies 8 

MICHIGAN. 

This  State  has  adopted  the  American  Experience  Table  of 

Mortality,  witli^wr-aw^-a-^a^ per  cent  interest,  and  its  standard 

for  Life  insurance  valuations  and  calculations,  as  per  the  following 

statutes : 

A.D.  1S69. 

§  17.  No  policy  of  insurance  on  life,  issued  after  this  act  shall  take 
effect,  by  any  company  organized  under  the  laws  of  this  State,  shall  be 
forfeited  or  become  void  by  the  non-payment  of  any  premium  thereon, 
after  the  first,  any  further  than  as  follows :  The  net  value  of  the  policy, 
when  the  premium  becomes  due  and  is  not  paid,  shall  be  ascertained 
according  to  the  *' American  experience  table"  rate  of  mortality,  with 
interebt  at  four-and-one-half  per  cent  per  annum.  Three-fourths  of  such 
net  value  shall  be  considered  a  net  single  premium  of  the  whole  life 
insurance,  and  the  amount  it  will  insure  shall  be  determined  according 
to  the  age  of  the  party  at  the  time  when  the  unpaid  premium  became  due, 
and  the  assumption  aforesaid  in  regard  to  interest  and  rate  of  mortality; 
but  if  no  application  be  made  to  the  company  for  such  paid-up  policy 
within  one  year  after  default  shall  have  been  made  in  payment,  then  all 
liability  on  the  part  of  the  company  on  the  policy  on  which  the  party  is 
in  default  shall  cease. 

§  iS.  Every  company  doing  a  business  of  Life  insurance  within  this 
state  bhall,  annually,  in  the  month  of  January,  furnish  to  the  Secretary 
of  State,  the  data  necessary  for  determining  the  amount  of  all  its  liabili- 
ties and  the  valuation  of  all  its  outstanding  policies,  to  be  made  by  the 
Secretary  of  State  or  under  his  authority ;  and,  in  making  such  valuation, 
the  rate  of  interest  to  be  assumed  shall  be  four-and-one-half  per  centum 
per  annum,  and  the  rate  of  mortality  shall  be  established  by  the 
**  American  experience  Life  table,"  as  shown  in  the  schedule  hereto  an- 
nexed; and  such  company  shall  pay  to  the  Secretary  of  State,  as  a  com- 
pensation for  such  estimate,  one  cent  for  each  thousand  dollars  insured; 
provided,  that  where,  by  the  laws  of  any  other  State,  an  annual  valua- 
tion is  required  to  be  made  by  an  insurance  commissioner  or  other  State 
officer,  the  official  certificate  of  any  such  commissioner  or  officer,  being 
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filed  with  the  Secretary  of  State,  and  showing  the  annual  official  valua* 
tion  of  the  policies  of  anj  company  doing  butinets  within  such  State, 
and  showing  also  the  basis  of  such  valuation,  shall  be  sufficient,  and 
stand  in  the  place  of  any  valuation  of  the  policies  of  such  company  by  or 
under  the  directions  of  the  Secretary  of  State  of  this  State ;  but  no  com- 
pany shall  be  permitted  to  transact  business  within  this  State,  unless  the 
amount  of  its  assets  shall  equal  the  net  value  of  all  its  outstanding  obli- 
gations, as  determined  according  to  the  assumption  in  regard  to  rates  of 
interest  and  mortality  as  hereinbefore  provided;  and  in  case  the  assets 
of  anj  company,  transacting  business  within  this  State,  shall  at  any  time 
be  less  than  is  required  by  the  provisions  of  this  act,  the  Secretary  of 
State  shall  serve  a  written  notice  upon  the  person  designated  by  such 
company  to  receive  service  of  process  under  the  laws  of  this  Sute,  or  shall 
address  such  notice  by  mail  to  the  principal  office  of  such  company,  and 
publish  the  same  at  least  three  times  in  some  newspaper  published  daily 
m  this  state;  and  if,  after  the  expiration  of  ten  days  trom  the  service  or 
publication  of  such  notice,  any  agent  or  officer  of  such  compnny  shall 
receive  applications  for  policies,  or  issue  policies,  while  such  deficiency  of 
assets  exists,  and  the  costs  of  giving  such  notice  remain  unpaid  by  such 
company,  he  shall  be  subject  to  the  penalties  provided  in  section  ten  of 
this  act ;  provided^  further^  that  when  the  certificate  of  the  Secretary  of 
Sute,  of  the  official  valuation  of  the  policies  issued  by  any  company 
organized  under  the  laws  of  this  State,  shall  not  be  accepted  by  any  other 
State  in  lieu  of  a  valuation  of  the  same  by  the  insurance  omcer  of  said 
other  state,  then  all  companies  organized  under  the  laws  of  such  other 
State  shall  be  required  to  have  a  separate  valuation  made  under  the 
autnority  of  the  Secretary  of  State  or  this  State,  as  herein  provided. 
[Schedule  of  table  of  mortality  annexed.] 

Sections  17  and  iS  of  an  ad  fntiUed  "  An  art  in  relation  to  Life  insurance  com* 
ponies  transacting  bnsimess  in  this    Stated  approved  March  to,   1869; 

Woiford*s  Ins.  Law,  pp.  jpj,  304  onJ  30S ;  Sees.  Laws,  1869, 1/b.  fjfp, 

136. 
Fb^ provisions  relating  to  special  examinations,  see  \  la,  same  act. 

Population,  census  of  1S70 •  • •  •  •   1,184,069 

Area,  square  miles* S^^MS 

Number  of  Life  insurance  companies ••••.  i 

WISCONSIN. 

The  State  of  Wisconsin  has  adopted  the  American  Experience 
Tahle^  assuming  interest  at  the  rate  oi  four^and^^half  ^ex  cent. 

A.D.  1870. 

{  10.  When  the  actual  funds  of  any  Life  insurance  company  doing  busi- 
ness in  this  State  are  not  of  a  net  value  equal  to  the  net  value  of  its 
policies,  according  to  the  American  experience  table  of  mortality,  with 
interest  at  four-and-one-half  per  cent  per  annum,  it  shall  be  the  duty  of 
the  Secretary  of  State  to  give  notice  to  such  company  and  its  agents  to 
discontinue  issuing  new  policies  within  this  State,  until  such  time  as  its 

funds  have  become  equal  to  its  liabilities,  valuing  its  policies  as  aforesaid. 

********** 

Section  lo  of  the  act  entitled  **An  act  to  reflate  the  bnsiness  of  Life  Insurance  f* 
approved  March  14, 1870.     Wolford^s  Supplement  U,  S.  Ins  Laws,  p.  2rj, 

Population,  census  of  1870 • • 1,054,670 

Area,  square  miles 53)9^4 

Number  of  Life  insurance  companies ••  i 
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MASSACHUSETTS. 
A.D.  1855. 

By  chap.  124,  Laws  of  1855  (Scss.  Laws,  p.  569  to  573)  an 
act  was  passed  entitled  ^^An  act  to  establish  a  Board  of  Insurance 
Commissioners,^ 

A  board  of  three  commissioners  was  constituted  with  full 
powers  for  making  special  and  general  examinations,  and  of  initia- 
ting legal  proceedings  in  cases  of  insolvency.  The  commissioners 
were  required  to  report  annually  in  the  month  of  December,  to 
die  Secretary  of  the  Commonwealth. 

No  special  provisions  were  enacted  for  defining  the  liabilities  of 
Life  insurance  companies. 

A.D.  1858. 

By  chap.  177,  Laws  of  1858  (Scss.  Laws,  p.  153),  an  act  was 
passed  entitled  "  An  act  for  the  better  establishment  of  the 
Board  of  Insurance  Commissioners P 

The  board  was  reduced  from  three  to  two  commissioners.  It 
was  further  provided  by  the  second  section  of  said  act  as  follows : 

§  2.  *  *  And  it  shall  be  the  duty  of  said  commissioners  to  calculate 
the  existing  value,  on  some  day  in  every  year  designated  by  them,  of  all 
outstanding^  policies  of  Life  insurance  in  companies  authorized  to  make 
insurance  on  lives  in  this  Commonwealth;  and  such  calculated  values 
shall  be  included  by  the  insurance  commissioners  in  their  annual  report 
to  the  legislature.  All  companies  making  insurance  upon  lives,  or  their 
agents  in  this  Commonwealth,  shall  furnish  to  the  commissioners  an 
attested  statement,  certified  in  the  same  manner  in  which  their  returns 
are  now  required  to  be  certified,  setting  forth  in  form  the  number,  date, 
and  amount  of  each  policy,  and  the  age  of  the  insured  at  the  period  of 
its  date,  in  default  whereof  the  said  companies  or  their  agents  shall  be 
liable  to  the  same  penalties  as  are  imposed  by  law  for  neglect  to  make 
returns. 

Af.,  f  3,  Sess,  Laws,  p.  xQ 

Here,  for  the  first  time  in  Massachusetts  we  find  provisions 
relating  to  State  valuations  of  Life  insurance  policies,  but  no  table 
of  mortality  was  prescribed  or  rate  of  interest  fixed  by  statute. 

A.D.  1861. 

In  the  celebrated  non-forfeiture  law  of  1861,  we  first  find  any 
allusion  in  Massachusetts  statutes  to  tables  of  mortality  and  rates  of 
interest;  tliis  act,  for  the  purposes  of  surrender  values  only, 
fixed  upon  the  Actuaries  table  2Xfour  per  cent. 

§  I.  No  policy  of  insurance  on  life,  issued  on  and  after  the  tenth  day  of 
May,  in  the  year  eighteen  hundred  and  sixty-one»  by  any  company 
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chartered  bj  the  authority  of  this  Commonwealth,  shall  be  forfeited,  or 
become  void,  by  the  non-payment  of  premium  thereon,  any  further  than 
regards  the  right  of  the  party  insured  therein  to  have  it  continued  in  force 
beyond  a  certain  period,  to  be  determined  as  follows,  to  wit:  the  net  value 
of  the  policy,  when  the  premium  becomes  due  and  is  not  paid,  shall  be 
ascertained  according  to  the  **  combined  experience  "  or  **  actuaries'  ** 
rate  of  mortality,  with  interest  at  four  per  centum  per  annum,  after 
deducting  from  such  net  value  any  indebtedness  to  the  company  or  notes 
held  by  the  company  against  the  insured,  which  notes,  if  given  for 
premium,  shall  then  be  canceled;  four-fifths  of  what  remains  shall  be 
considered  as  a  net  single  premium  of  temporary  insurance,  and  the  term 
for  which  it  will  insure  shall  be  determined  according  to  the  age  of  the 
party  at  the  time  of  the  lapse  of  premium  and  the  assumption  of  mortality 
and  interest  aforesaid. 

Ifows  of  id6i,  chap,  i86.  f  i,jl^.495,  496. 
iSm  also  ikt  second  ssctUm  o/this  ad,  $4,,  /.  496 

A.D.  1863. 

During  this  year,  1863  (April  13),  an  act  was  passed,  entitled 
^^An  aci  concerning' Life  insurance^'*  which  provided  as  follows : 

"When  the  actual  funds  of  any  Life  insurance  company  doing  business 
in  this  Commonwealth  are  not  of  a  net  cash  value  equal  to  its  liabilities, 
counting  (as  such)  the  net  value  of  its  policies  according  to  the  rule  of 
valuation  adopted  in  chapter  x86,  of  the  act  of  1861,  it  shall  be  the  duty  of 
the  insurance  commissioner  to  give  notice  to  such  company,  and  its 
agents,  to  discontinue  issuing  new  policies  within  this  Commonwealth 
untilsuchtime  as  its  funds  have  become  equal  to  its  liabilities,  valuing  its 
policies  as  aforesaid.  And  any  officer  or  agent  who  shall,  after  such  notice 
has  been  given,  before  its  funds  have  become  equal  to  its  liabilities  as 
aforesaid,  issue  a  new  policy  from  and  on  behalf  of  such  company,  shall 
be  subject  to  the  penalties  provided  in  chap.  58,  sec.  77,  of  the  general 
statutes." 

AciofiSl6(i,  Stss,Lamsyp,^ifii  Wolford^s  Ins^Lows^p,^^ 

With  the  exception  of  the  act  in  the  State  of  Georgia,  herein- 
after alluded  to,  this  Massachusetts  act  of  1863  was,  so  far  as 
my  information  extends,  the  first  attempt  by  any  legislative  body 
to  fix  upon  a  specified  table  of  mortality  and  rate  of  interest  to  be 
assumed  in  determining  the  amount  of  reserve  included  as  a  debit 
among  the  liabilities  of  a  Life  insurance  company. 

A.D.  1866. 

By  chap.  255  (passed  May  23)  of  the  laws  of  this  year,  the 
office  of  insurance  commissioners  was  abolished  afler  the  first  of 
July  then  next,  and  one  commissioner  was  substituted  in  lieu  of 
the  old  board  of  two  commissioners. 

Sess,  Laws  xS66,  chap,  a^^,/.  S43, 

On  the  1 6th  day  of  February,  1866  (Sess.  Laws,  chap.  33,  p. 
23),  an  act  was  passed,  entitled  ''  An  act  in  relation  to  the  dis- 
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trihution  of  surplus  funds  of  Life  insurance  companies^**  the 
first  and  second  sections  of  which  enacted  in  substance  as  follows : 


I  &  2.  Life  insurance  companies  which  do  business  upon  the  prin- 
ciple of  mutual  insurance,  or  the  members  of  which  are  entitled  to  share 
in  the  surplus  funds  thereof,  may  make  distribution  of  such  surplus  as 
they  have  accumulated,  annually,  or  once  in  two,  three,  four,  or  five 
^ears,  as  the  directors  thereof  from  time  to  time  determine.  In  determin- 
mg  the  amount  of  the  surplus  to  be  distributed,  there  shall  be  reserved 
an  amount  not  less  than  the  aggregate  net  value  of  all  the  outstanding 
policies,*  said  value  being  computed  by  the  ** combined  experience"  or 
**  actuaries'"  rate  of  mortality,  with  interest  at  four  per  cent 

Ad  of  i9d6,  Stn,  Laws, p.  3,  §}  i,  a ;  Woifor<Ps  Ins,  Lawt^  /.  s$7. 

Population,  census  of  iS7o.  •  •  • •  •  •  •  •  19457)355 

Area,  square  miles.  •••••••• •  79500 

Number  of  Life  insurance  companies.  •#••#•• •  6 

CONNECTICUT. 

This  State  in  July  last,  adopted  the  old  Actuaries  table  at  four 
per  centum  interest,  allowing,  however,  to  Connecticut  companies 
only,  an  impairment  equal  to  one-fourth  of  a  company's  liabilities, 
before  the  insurance  commissioner  is  obliged  to  apply  for  the 
appointment  of  a  receiver  or  trustee ;  but  allowing  him,  in  his 
discretion^  to  apply,  when  tlie  impairment  ranges  less  than  one- 
fourtli  of  the  liabilities,  including  of  course,  as  a  portion  of  the 
liabilities,  the  statute  re-insurance  fund ; — the  company  so  impaired 
being  obliged  to  stop  all  further  dividends  to  either  stock  or  policy- 
holders, and  to  issue  no  new  policies  so  long  as  the  impairment 
continues. 

A.D.  1871. 

§  28.  Upon  receipt  of  such  report  the  commissioner  shall,  without 
delay,  make  a  valuation  of  the  policies  of  each  company,  and  ascertain 
the  amount  of  re-insurance  reserve  proper  to  be  held  on  account  thereof. 
He  shall,  for  this  purpose,  assume  the  rate  of  mortality  shown  by  the  so- 
called  actuaries'  or  combined  experience  table,  and  four  per  cent 
compound  interest;  and  he  shall  value  only  net  premiums. 

Section  a^,  chap.  5.  of  ike  ad  emtitUd  "  Am  Ad  in  addition  to  and  in  alteratiom 
of  *Am  ad  coHceming^  communities  and  corporations.*  **  Approved  ynly 
J7, 1871. 

§  a8.  If  it  shall  appear  from  any  report,  valuation,  or  examination,  as 
herein  provided,  that  the  assets  of  any  company  chartered  by  this  State 
to  grant  insurances  or  make  contracts  contingent  upon  lives,  are  less 
than  its  liabilities,  or  if  it  shall  fail  tu  comply  with  any  requirements  of 
this  act,  the  commissioner  shall  forthwith  notify  such  company  to  cease 
the  issue  of  new  policies,  and  the  payment  of  dividends  to  stock  and 
policyholders,  until  such  time  as  the  deficiency  shall  be  supplied;  and  he 
may,  at  his  discretion,  bring  his  petition  to  the  court  of  probate  for  the 
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district  in  which  the  principal  office  of  such  company  is  located,  setting 
forth  the  facts  upon  which  it  is  founded,  and  praying  for  an  appointment 
of  a  trustee  to  take  possession  of  the  property  of  such  company  for  the 
benefit  of  its  creditors:  such  trustee,  if  appointed*  shall  proceed  as 
directed  by  section  twenty-nine  of  this  act. 

Sections  24  and  25  provide  for  special  personal  examinations 
of  Life  insurance  companies,  both  in  and  out  of  Connecticut. 

§  29.  In  case  it  shall  appear  that  the  assets  are  less  in  amount  than 
three-fourths  of  the  liabilities  of  such  company,  the  commissioner  shall, 
without  delay,  bring  his  petition  to  the  court  of  probate  for  the  district 
in  which  the' principal  office  of  such  company  is  located,  in  the  manner 
and  form  provided  in  section  28  of  this  act;  and  the  court  shall  there- 
upon appoint  a  trustee,  who  shall  file  with  said  court  his  oath  of  office, 
and  a  bond  in  such  amount  with  such  security  as  the  court  may  direct, 
and  who  shall  take  possession  of  all  books,  papers,  and  property,  and 
receive  all  moneys  belonging  to  such  company,  and  apply  the  same,  under 
order  of  the  court,  to  the  settlement  of  all  claims  against  it,  and  to  the 
re-insurance  of  its  risks  in  some  company  or  companies  of  good  standing, 
preference  being  given  to  companies  chartered  by  this  State.  The  trustee 
shall  make  a  nill  report  of  his  doings  in  the  premises  to  the  court 
appointing  him ;  and  the  court  shall,  upon  the  re-insurance  of  its  ri(>ks, 
and  the  transfer  of  its  property  for  that  purpose,  declare  the  dissolution 
of  the  company,  by  an  order  to  be  published  for  one  month  in  a  paper  of 
general  circulation  published  in  thecounty  where  the  company  is  located. 

§  30.  Any  company  organized  or  incorporated  in  another  State,  or  by 
the  Government  of  the  United  States  or  of  any  foreign  country,  to  grant 
insurances  or  make  contracts  contingent  upon  lives,  before  being 
admitted  to  do  business  in  this  State,  and  receiving  the  commissioner's 
license  therefor,  and  on  or  before  the  first  day  of  March  in  each  year, 
ehall  furnish  to  the  insurance  commissioner  a  certificate  of  the  proper 
officer  of  the  State  or  Government  by  whose  authority  it  is  organized  or 
incorporated,  setting  forth  a  true  and  full  copy  of  its  report  to  such 
officer  of  its  condition  upon  the  thirty-first  day  of  December  last  preced- 
ing, a  valuation  of  its  policies  and  contracts  by  said  officer,  by  a  standard 
equivalent  to  that  provided  in  section  twenty-three  of  this  act,  and  that 
the  company  has  complied  with  ^^^  ^^^  laws  of  the  State  or  government 
by  whose  authority  it  is  organized  or  incorporated,  and  is  authorized  to 
transact  business  therein.  If  such  certificate  shall  substantially  furnish 
the  information  required  from  companies  chartered  by  this  State,  and  it 
shall  appear  therefrom,  that  the  company  furnishing  the  same  is  solvent, 
and  if  it  shall  have  complied  with  all  other  provisions  of  law  necessary 
thereto,  the  commissioner  shall  thereupon  issue  his  license  to  such  com- 
pany to  transact  business  in  this  State  for  one  year  from  the  thirty-first 
day  of  December  last  preceding. 

I  3i.  In  default  of  the  certificate  aforesaid,  or  if  any  other  State  or 
country  shall  refuse  to  license  Life  insurance  companies,  chartered  by 
this  State,  to  transact  business  in  such  other  State  or  country  upon  a 
similar  certificate  from  the  commissioner  of  this  State,  no  license  shall 
issue  to  any  company  organized  or  incorporated  in  such  other  State 
to  transact  business  in  this  State,  until  it  shall  have  made  a  report  in  the 
manner  and  form  required  from  companies  chartered  by  this  State,  and 
until  a  valuation  of  its  policies  and  contract  shall  have  been  made  by  the 
commissioners  as  hereinbefore  provided. 

§32.  If  it  shall  at  any  time  appear,  to  the  satisfaction  of  the  com- 
missioner, from  personal  examination,  or  from  any  report  or  valuation, 
or  certificate  of  the  samei  that  any  life  insurance  company,  organized  or 


112 

incorporated  in  another  State,  of  under  the  authority  of  the  goyemment 
of  the  United  States,  or  of  anjr  foreign  country,  does  not  possess  assets 
equal  in  amount  to  its  liabilities  ascertained  as  hereinbefore  provided,  he 
shall  forthwith  revolve  his  license  to  said  company  and  to  its  agents  to 
transact  business  in  this  btate,  and  shall  cause  notice  thereof  to  be  pub- 
lished for  one  month  in  two  newspapers  of  general  circulation  printed, 
one  in  the  city  of  Hartford,  and  one  in  the  city  of  New  Haven.  License 
to  such  company  to  transact  business  may  be  re-issued  when  the  com- 
missioner shall  become  satisfied  of  its  restoration  to  solvency. 

Sections  3S«  39,30,31,  and  3a  0/  the  above  act  of  y»lyrj,  XS71;    Watford' t 
SuppUmeHt^pp,  ai-aj. 

Population,  census  of  1S70 • 537*454 

Area,  square  miles •••••• 4*7^ 

Number  of  Life  insurance  companies • 9 

MAIITO. 

This  State  has  also  followed  Massachusetts  in  adopting  the  old 
Actuaries  or  Combined  Experience  table  at  four  per  cent 

A.D.  1870. 

Whenever  it  shall  come  to  the  knowledge  of  the  commissioner  that  the 
actual  funds  of  any  Life  insurance  company  doing  business  in  this  State 
are  not  of  a  net  cash  value  equal  to  its  liabilities,  including  the  net  value 
of  its  policies  accordini;  to  the  '* combined  experience"  or  **  actuaries' 
rate  of  mortality,"  with  interest  at  four  percent  per  annum,  it  shall  be 
his  duty  to  give  notice  to  such  company  and  its  agents  to  cease  issuing 
policies  within  this  State.  The  commissioner  may  have  authority  to 
purchase  and  uf^e  the  life  valuation  tables  adopted  by  the  insurance 
department  of  Massachusetts,  for  this  and  all  purpobcs  of  valuation 
under  this  act.         ♦         ♦         *         ♦♦♦♦♦*• 

Section  iS  of  the  art  entitled  *'  An  act  concerning^  insurance  and  insurance 
companies. ^^  Approved  March  ai,  1S70,  chap,  156,    Sess,  Laws, pp.  1 15, 1  jo. 

Population,  census  of  1S70 626,915 

Area,  square  miles • • 32,628 

Number  of  Life  insurance  companies i 


NEW  HAMPSHIRE. 

New  Hampshire  has  also  adopted  the  same  standard  as  Mas- 
sachusetts, the  actuaries'  or  old  experience  table  2Xfour  per  cent. 

A.D.  1S70. 

§  I.  Thnt  no  joint  stock  insurance  company  not  organized  under  the 
laws  of  this  State,  shall  be  permitted  or  allowed  to  transact  the  buKiness 
of  such  company  in  this  State,  unless  it  shall  have  a  bona  fide  paid  up 
cnpitnl  invested  m  securities  readily  convertible  into  cash  of  at  least  one 
hundred  thousand  dollars,  nor  unless  such  company  Khali  have,  in  addition 
to  such  capital,  assets  equal  in  amount  to  all  its  outstanding  liabilities, 
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reckoning  R(ty  per  cent  of  premiums  on  outstanding  fire  risks,  and  the 
premium  ^e^e^ve  on  life  risks,  based  on  the  actuaries'  table  of  monality, 
with  interest  at  lour  percent  as  a  liability;  frovid^dy  that  the  insurance 
commissioner  may,  at  his  discretion,  license  any  company*  to  do  business 
in  this  State,  whose  impairment  of  capital  does  not  exceed  twenty  per 
cent  on  the  above  rate;  nor  shall  any  mutual  fire,  or  life  insurance,  or 
co-operation  insurance  company,  association  or  society  not  organized 
under  the  laws  of  this  State,  be  permitted  or  allowed  to  transact  the  busi- 
ness of  such  company  in  this  State,  unless  it  possesses  assets  amounting 
to  one  hundred  thousand  dollars,  invested  in  securities  readily  convertible 
into  cash,  nor  unless  it  possesses  such  assets  equal  to  all  its  outstanding 
liabilities  (including  re-insurance  to  be  estimated  as  in  case  of  Joint  stock 
insurance  companies  above  named,  and  including  the  amount  of  guarantee 
capital  as  a  liability);  nor  until  all  the  laws  relating  to  insurance  com- 
panies of  other  States  enacted  by  this  State  shall  have  been  complied 
with. 

S^Uon  I  of  the  act  entitled  *'Am  act  in  relation  to  insurance  companies  and  their 
events.    Approved  July  a,  1870 ;  Sess,  Laws,  chap,  i ,/.  395. 

Population,  census  of  1870 • • •  •  •  •     318,300 

Area,  square  miles • 9,41 1 

Number  of  Life  insurance  comp  anies •       None. 


ILLINOIS. 

Illinois  is  the  only  State  out  of  New  England  which  has 
adopted  the  old  actuaries^  table  at  four  per  cent  interest, 
although  its  legal  rate  of  interest  ranges  from  six  to  ten  per  cent, 
and  its  actual  average  business  rate  is  about  nine  per  cent. 

A.D.  1869. 

{  la  Where  the  actual  funds  of  any  life  insurance  company  doing 
business  in  this  State,  are  not  of  a  net  value  equal  to  the  net  value  of  its 
policies,  according  to  the  **  combined  experience  "  or  **  actuaries*"  rate  of 
mortality,  with  interest  at  four  per  cent  per  annum,  it  shall  be  the  duty 
of  the  auditor  to  give  notice  to  such  company  and  its  agents  to  discon- 
tinue issuing  new  policies  within  this  State,  until  its  funds  have  become 
equal  to  its  liabilities,  valuing  its  policies  as  aforesaid.  *  *  « 

Section  \nof  the  act  entitled  "  An  act  to  organise  and  re/fulaiethe  businexsof 
life  insurance  in  the  State  of  Illinois.^*  Approved  March  a6,  1869. 
Walford*s  Ins,  L«tws,p,  ijfit  Sess,  Laws  1869,  /.  ai9*^J5« 
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Population,  census  of  1870. 2,539,891 

Area,  square  miles 55)4^5 

Number  of  Life  insurance  companies 4 
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IOWA. 

This  State  has  a  double  standard,  English  Life  Tahle^  No,  3, 
ztjive  per  cent,  interest,  or  the  Actuaries  Combined  Experience 
Table  of  Mortality,  eX/our  per  cent,  as  provided  in  the  following 
section : 

§  9.  As  soon  as  practicable  after  the  filing  of  said  statement  of  anj 
company  organized  or  doing  business  under  the  laws  of  this  State, 
in  the  office  of  the  Auditor  of  State,  he  shall  proceed  to  ascertain 
the  net  cash  value  of  each  policj  in  force,  upon  the  basis  of  the 
New  York  standard  of  valuation  of  life  policies,  it  being  Dr.  Farr's 
English  life  table,  No.  3,  for  males,  with  interest  at  five  per  cent, 
or  actuaries'  combined  experience  table  of  mortality,  with  interest  at 
four  per  cent;  but  in  case  such  valuation  has  been  made  in  New  York, 
or  any  other  State,  upon  the  basis  above  specified,  a  certificate  of  the 
auditor,  comptroller,  or  chief  financial  officer  of  such  State,  shall  be 
taken  by  the  auditor  of  this  State  as  sufficient  evidence  of  the  valuation  of 
such  policies,  and  of  the  amount  so  required  for  such  re-insurance,  and 
for  the  purpose  of  making  such  valuations.  When  not  already  done  as 
aforesaid,  the  auditor  may  employ  a  competent  actuary  to  do  the  same, 
who  shall  be  paid  by  the  company  for  which  the  service  was  rendered, 
but  nothing  herein  shall  prevent  any  company  from  making  such  valua- 
tion herein  contemplated,  which  shall  be  received  by  the  auditor  upon 
such  proof  as  he  may  determine.  Upon  ascertaining  the  net  cash  value 
of  policies  in  force  in  any  company  organized  under  the  laws  of  this  State, 
or  doing  business  in  this  State,  and  which  has  not  made  the  deposit 
required  in  section  four  of  this  act,  the  auditor  shall  notify  said  company 
of  the  amount,  and,  within  thirty  days  after  the  date  of  such  notification, 
it  shall  be  the  duty  of  the  officers  of  such  company  to  deposit  with  the 
auditor  the  amount  of  such  ascertained  valuation  of  all  policies  within 
this  State  in  Stocks  of  the  United  States  or  of  this  State,  or  of  any  other 
State  of  this  Union,  or  in  bonds  and  mortgages  on  real  estate  within  the 
limits  of  this  State,  or  within  the  State  where  such  company  is  located, 
of  at  least  double  the  value  loaned  thereon ;  provided^  that  no  joint  stock 
company  organized  under  the  laws  of  this  State,  or  doing  business  therein, 
shall  be  required  to  make  such  deposit  until  the  cash  value  of  the  policies 
in  force,  as  ascertained  by  the  auditor,  exceeds  the  amount  deposited  by 
said  company  under  section  two  of  this  act;  and  provided^  that  foreign 
companies  doing  business  in  this  State  are  not  required  to  make  n  deposit 
in  this  State,  provided  such  deposit  has  been  made  in  the  State  where 
located,  or  in  any  other  State,  when  they  shall  have  complied  with  section 
four  of  this  act. 

Sccifong.  chap,  17},  ofthtact  approved  April%^  1S68,  etUiiled  "^An  act  to  regU' 
latt  Lif*  insurance  companies,**  Weu/ord*s  Ins.  IxtWm  //.  179,  xSo  f  Sess, 
Iasw,  1S6S,/.  251. 

Section  1 2  of  said  act  provides  for  special  personal  examina- 
tions of  any  Life  insurance  company  doing  business  in  the  State 
of  Iowa. 
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GEORGIA. 

A.D. 1859. 

During  this  year  an  act  was  passed  in  this  State,  entitled  "  An 
act  to  regelate  the  agencies  of  for  eign  insurance  companies^  and 
to  provide  for  the  appointment  of  an  insurance  commissioner  r 
Approved  Dec.  12,  1859. 

S*e  Hani's  Merchants  Mag.^  vol.^iy  iS6o,p.  623. 

The  second  section  of  this  act  provides,  among  other  things, 
for  the  contents  of  the  annual  statement,  among  which  were, 
that  Life  companies  should  furnish  the  data  for  valuations : 

**8th.  The  amount  of  Life  insurance  premiums  received  during  the 
preceding  jear  for  whole-hfe  policies,  the  amount  for  temporary  policieR, 
and  the  amount  of  other  policies,  the  whole  amount  insured  and  at  risk 
on  the  31st  day  of  December  preceding,  or  at  the  end  of  the  last  fiscal 
year,  on  temporary  life  policies,  and  the  amount  at  risk  on  the  whole-life 
policies  issued  for  a  single  premium,  or  for  which  the  company  have 
received  full  payment,  with  the  policyholders,  on  the  31st  December  pre 
cedingf^or  at  the  end  of  their  last  fiscal  year,  and  the  amount  at  risk  on 
whole*  life  policies  for  which  a  uniform,  annual,  semi-annual,  or  quarterly 
premium  is  payable,  with  the  several  years  for  which  each  portion  of  this 
amount  has  been  issued,  and  the  amount  for  each  of  these  years,  the 
table  of  premium  charged  for  different  ages,  and  the  average  age  of  the 
insured  for  each  year  when  the  policies  were  taken  ;  and  also  such  par- 
ticulars of  all  other  contracts  for  insurance,  or  endowments,  or  annuities, 
that  were,  in  force  on  the  31st  day  of  December  preceding,  or  at  the  end 
of  their  last  fiscal  yenr,  as  are  needed  to  determine  the  present  worth  of 
their  liabilities;  or,  instead  of  these  requisitions,  any  other  statement  of 
their  future  liabilities  that  will  enable  the  commissioner  to  determine 
their  present  worth,"  etc. 

The  following  is  a  copy  of  the  fourth  section  of  said  act : 

§  4«  Nor  shall  he  issue  a  license  to  any  agent  or  agents  of  any  life 
insurance  company,  unless  he  is  satisfied  that  the  cash  value  of  their 
assets  exceeds  all  dues  and  claims  against  the  company,  and  the  calcu- 
Ifited  present  worth  of  all  their  future  liabilities,  counting  the  rate  of 
mortality  at  twenty-five  per  cent  above  the  average  of  the  best  tables, 
and  the  rate  of  interest  at  four  per  cent,  and  the  annual  expense  at  the 
percentage  paid  by  the  company  in  the  preceding  year. 

This  section  is,  I  believe,  the  first  attempt  in  any  country  to 
fix  upon  a  legal  standard  for  the  valuation  of  Life  insurance  poli- 
cies by  the  State.  The  responsibility  and  honor  of  this  laudable 
effort  are  due  to  that  eminent  scholar  and  actuary,  Prof.  C.  F. 
McCay  (now  residing  in  Baltimore),  and  who  had  constructed  a 
table  of  mortality  in  accordance  with  the  provisions  of  this  act. 
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which  table  is  minutely  explained  in  a  series  of  elaborate  articles 
(Nos.  I  to  lo),  published  in  Hunt's  Merchants  Magazine  for  the 
years  i860  and  1S61. 

The  act  proving  to  be  unsatisfactory  to  the  insurance  compa- 
nies, action  under  it  was  suspended  by  the  legislature,  and  it 
never  went  into  practical  operation.  Historically  considered, 
however,  the  act  is  one  of  great  interest,  as  the  pioneer  enact- 
ment of  a  legislative  actuarial  basis  for  testing  the  solvency  of 
Life  insurance  companies. 


RECAPITULATION. 

The  following  is  a  statement  of  the  names  of  the  various  States 
which  have  adopted  the  American  Experience  Tahle^  at  four^ 
and^a-half  per  cent  interest,  and  of  tliose  also  which  have 
adopted  the  Actuaries ^  or  Old  Combined  Experience  Table^ 
at  four  per  cent  interest,  as  State  standards  of  solvency,  with  the 
population,  area,  and  number  oi*  Life  insurance  companies  in 
said  States  respectively : 


TABLE  No.  I. 
American  Experience  Tablc^  (4^-  per  cent ) 


KAMB  OF  STATE. 

Population. 

A-«^ 

(square  u»ilea.j 

l^o.  of  I^ife 
Ina.  Go's. 

I.    NewYork 

4.382,759 
560,247 

3^.399 
i.Sao.oii 

1,721,295 

1,184,069 

1.054.670 

46.oP'5 
X88.98X 
lao.ooo 

07.380 
56.243 

53.924 

41 

s 

z 
s 
8 

z 
z 

a.    California 

3.    Kansas 

4.    Kentucky 

5.    Missouri 

6.    Michigan 

Total  (7  Stfttes) 

10,587.450 

S73."3 

56 

117 


TABLE  No.  2. 
Actuaries  or  Old  Combined  Experience  {j^fer  eenf). 


NAMB  OF  STATE. 

Population. 

Arra, 

(square  tiiiles.) 

No.  of  I,ifo 

I,    Massachusetts 

I.457.35S 

537.454 
626.915 

318.300 
2.539.891 

7.500 

4.761 

32,628 

9.4" 
55.405 

6 

9 

z 

0 

4 

2.    Connecticut 

3.    Maine 

4.    New  HamDshire 

5.    Illinois 

^otal  (s  States) 

S.479.91S 

109.708 

20 

The  figures  for  the  population  have  been  taken  from  news- 
paper reports  of  the  recent  census,  and  may  not  be  entirely 
accurate. 

LBGAL  RATES   OF  INTEREST. 

The  above  summary  gives  the  existing  laws  of  tlie  different 
States  of  the  Union  which  have,  up  to  this  date,  established  legal 
standards  of  mortality  and  interest* 

In  connection  therewith,  it  is  important  to  know  what  are  the 
existing  laws  of  the  various  States  regulating  tlie  legal  rates  of 
interest,  the  penalties  for  usury,  and  the  actual  average  rates  of 
business  interest  received  on  various  classes  of  loans  and  invcst- 
ments«  I  have,  accordingly,  with  considerable  labor  and  care, 
collected  the  following  information  on  this  subject  from  the 
several  States  and  Territories.  In  order  to  avoid  errors  and  to 
allow  an  opportunity  for  checking  them,  I  have  given  specific 
references  to  tlie  statutes,  and  in  many  cases  copied  them  literally, 
as  affording  more  full  and  satisfactory  information  to  both  lawyer 
and  layman. 

ALABAMA. 

In  this  State  tlie  statute  on  the  subject  of  interest  is  as  follows : 

f  1827  (1519).  Rate  of  interest  fixed  at  eight  per  cent.  The  rate  of 
interest  upon  the  loan  or  forbearance  of  money,  goods,  or  things  in  action, 
is  eight  dollars  upon  one  hundred  dollars  for  one  year;  and  at  that  rate 
for  a  greater  or  less  sum,  or  a  longer  or  shorter  time. 

IUvi$*d  Cod4  of  Alahamaf  prepared  by  A,  y.   Walker,  iSSfj^fari  II,  title  it 
ekapter  %,p,  406,  %  1837. 

§  'S31  (iS^S)*  TtUerest  on  usurious  contracts  cannot  be  collected;  and, 
iffaidt  ia  be  deducted  from  the  principal  due.     All  contracts  for  the 
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payment  of  interest  upon  the  loan  or  forbearance  of  goods,  money,  things 
in  action,  or  upon  any  contract  whatever,  at  a  higher  rate  than  is  pre- 
scribed in  this  chapter  are  usurious  and  cannot  be  enforced  except  as  to 
the  principal ;  and  it  any  interei^t  has  been  paid  the  same  must  be  deduc- 
ted from  the  principal,  and  judgment  rendered  for  the  balance  only. 

Id.  { iSji,/.  406. 

As  to  the  actual  business  rate  of  interest  in  this  State,  Mr. 
Douglas  Vass^  a  leading  commission  merchant  in  Mobile,  ivrites 
to  me,  under  date  of  August  3,  1871,  as  follows : 

*'  Our  banks,  bankers,  and  insurance  companies,  which  do 
most  of  the  lending  of  money  to  merchants,  take  otf  the  face  of 
the  paper  at  the  rate  of  eight  per  cent  discount  per  annum, 
which  is  equal  to  about  nine  per  cent  interest.  For  instance,  if 
a  note  at  twelve  months,  for  one  tliousand  dollars,  is  offered  to 
me  for  discount,  I  will  take  off  eighty  dollars,  and  pay  the  bor- 
rower nine  hundred  and  twenty  dollars.  Nine  per  cent  interest  on 
what  he  gets  ($920)  would  be  $Sa.8o.  Although  eight  per  cent 
is  the  legal  rate,  yet  money  during  the  business  season  and 
tight  times,  is  loaned  at  two  to  three  per  cent  per  montli ;  but 
such  transactions  are  made  on  the  honor  of  the  borrower,  and  I 
have  never  known  an  instance  in  twenty-five  years'  business 
experience  where  any  conflict  or  contention  has  occurred  about 
the  extra  rate.  As  is  usual,  these  excessive  rates  are  paid  only 
under  extreme  necessities." 


ARKANSAS. 

The  Constitution  of  this  State  prohibits  the  passage  of  any 
usury  law  by  tlie  legislature. 

§  21.  The  General  Assembly  may,  by  general  law,  declare  the  legal 
rate  of  interef^t  upon  contracts  in  which  no  rate  of  interest  is  specified, 
but  no  law  limiting  the  rate  of  interest  for  which  individuals  may  contract 
in  this  State  shall  ever  be  passed. 

Art  XV,  MtxceNaneon*  Provision*^  {  ai,  Comstiiuiiou  of  1868,  ed,  of  1S70,  hy 
James  M.  I*om«royy  p.  45. 

§  I.  That  the  rate  of  interest  upon  all  contracts  and  agreements,  writ- 
ten or  verbal,  expreKsed  or  implied,  for  the  payment  of  money,  shall  be 
six  per  cent  per  annum  upon  every  hundred  dollars,  unless  otherwise 
expressly  stipulated  by  the  parties,  or  unless  otherwise  provided  by  law. 

Sec,  I  of  the  act  entitled  **An  art  tofx  the  rates  of  intereft  on  money  eontrocts, 
JHcf/^mentfy  worU^ag^et,  and  other  rommerciat  faper.^^    Approved  July  \^ 
iSol^    Session  Laws  ibdS,  No.  IX.  /.  3J, 

§  3.  That  all  contracts  hereafter  to  be  made,  whether  verbal  or  written, 
it  shall  be  lawful  for  the  parties  to  stipulate  the  rate  and  agree  on  any 
sum  ot  interest  that  may  be  taken  and  paid  on  anyone  hundred  dollars 
of  money  loaned,  or  in  any  manner  due  and  owiner  from  any  person  or 
corporation  to  any  other  person  or  corporation  in  this  State. 
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S  6.  No  plea  of  nsurj  nor  defence  founded  upon  anjr  allegation  of  usury 
shall  be  sustained  in  any  court  in  this  State.  •         «         •         *         • 

Under  date  of  August  14, 1S71,  Mr.  y,  B.  Bond^  of  Little  Rock 
Ark.,  writes  as  follows  in  reference  to  the  actual  business  rate  of 
interest  in  that  State : 

" The  announced  'bankable  rate*  on  best  paper  is  one-and-a- 
half  per  cent  per  month  :  but  little,  if  any,  is  loaned  at  that  figure  ; 
hence,  the  borrower  is  forced  to  apply  to  the  '  curbstone  broker,' 
who  charges  him  never  less  than  two-and-a-half  per  cent  per 
month,  generally  five,  according  only  to  his  necessities.  Balances 
on  accounts,  notes  for  deferred  payments  for  real  estate,  and 
similar  debts,  command  ten  per  cent;  but  for  cash  transactions  in 
legitimate  business  one-and-a-halfper  cent  per  month  is  the  lowest 
figure  I  can  place.  I  know  of  no  transactions  at  less  than  three 
per  cent.  It  is  fair,  however,  to  say  that  twenty  thousand  dollars 
will  most  probably  cover  the  existing  loans  at  five  per  cent.  I 
have  submitted  the  above  to  Mr.  S*  H.  Tucker,  banker,  and  he 
approves  the  statements." 


CALIFORNIA. 


The  statute  in  this  State  is  as  follows : 

SscTlON  I.  When  there  is  no  express  contract  in  writing  fixing  a  dif^ 
ferent  rate  of  interest,  interest  shall  be  allowed  at  the  rate  of  ten  percent 
per  annum  for  all  moneys  after  they  become  due  on  any  bond,  bill,  prom- 
issory note  or  other  instrument  of  writing;  and  for  money  due  on  the 
settlement  of  accounts  from  the  day  on  which  the  balance  is  ascertained, 
and  for  money  received  for  the  use  of  another;  and  the  rate  of  interest 
on  any  judgment  recovered  before  any  court  in  this  State  for  money  lent, 
shall  be  seven  percent  per  annum. 

Act  of  April  ^y  1S70,  S  I,  chap,  47S ;  Session  Laws  iS69-70,/.699. 

S  3.  Parties  may  ag^ee  in  writing  for  the  payment  of  any  rate  of  inte- 
rest whatever,  on  money  due  or  to  become  due,  and  it  shall  be  allowed 
according  to  the  terms  thereof  until  the  entry  of  judgment  thereon ;  but 
whatever  may  be  the  rate  of  interest  agreed  upon,  no  judgment  or  decree 
in  any  court  of  this  State  bhall  draw  interest  at  a  rate  to  exceed  seven  per 
cenL 

Chap,  439,  §  J,  Act  of  March  30, 1S68 ;  Session  Laws  p.  553. 

§  3.  The  parties  may  in  any  contract  in  writing,  whereby  any  debt  is 
secured  to  be  paid,  agree  that  if  the  interest  on  such  debt  is  not  punc- 
tually paid,  it  shall  become  a  part  of  the  principal,  and  thereafter  bear 
the  same  rate  of  interest  as  principal  debt 

Section  3,  chap.  13,  ActofMctrch  13, 1S50. 

As  to  the  business  rate  of  interest  now  prevailing  in  diis  State, 
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Mr.  y.  /?.  Damcrofiy  a  practising  lawyer  in  San  Francisco,  writes 
me,  under  date  of  August  5,  1S71,  as  follows : 

"  The  prevailing  rate  of  interest  is  one  per  cent  per  month  on 
short  loans;  oiten  ns  liigli  as  one-and-a-half  per  cent  per  month 
on  short  loans.  Loans  made  on  real  estate  (or  a  year,  or  longer, 
from  eight  to  twelve  per  cent  per  annum.  Until  lately,  the  rates 
of  interest  have  been  higher ;  present  rates  are  owing  to  the 
large  amount  of  capital  in  the  savings  banks^  and  the  small 
demand  for  loans  for  improvements,  as  there  is  little  or  none 
going  on,  comparatively,  at  present.  Inhere  are  opportunities  to 
loan  money  at  as  high  rates  ns  two  to  three  per  cent  per  month 
on  mining  stocks  and  poor  collaterals,  which  is  often  done ;  but 
often  the  capital  and  interest  are  both  lost." 


CONNECTICUT. 

In  this  State,  unsuccessful  efforts  have  been  recently  made  to 
repeal  or  modify  the  usury  laws,  as  a  large  amount  of  capital 
leaves  the  State  annually  for  investment  elsewhere  at  higher  rates 
of  interest. 

An  Act  to  restrain  the  taking  of  usury. 

Section  i.  Be  it  enacted,  etc.  That  no  person  upon  any  contract  for 
the  loan  of  money  or  goods,  wares,  merchandise,  or  any  property  what- 
ever, t>hall  take,  directly  or  indirectly,  more  than  the  value  of  six'doUars 
for  the  forbearance  of  one  hundred  doUarM  for  a  year,  and  at\er  that  rale 
for  a  greater  or  less  sum,  or  for  a  longer  or  shorter  time. 

General  StatHies  of  Conmeciicui,    Revision  of  iSd6,/.  731,  iiile  LXVI, 

In  case  of  usury  all  the  interest,  legal  and  illegal,  is  forfeited. 

Set  id.,  §5  a,  3. 4,  s,  and  6,  //.  731, 733. 


DELAWARE. 
The  legal  rate  of  interest  in  this  State  is  six  per  cent 

Section  i.  The  legal  rate  of  interest  is  six  per  centum  per  annum ;  and, 
if  any  person  shall  directly  or  indirectly  take  for  the  loan  or  use  of 
money  more  than  six  dollars  for  the  loan  or  use  of  one  hundred  dollars 
for  one  year,  and  in  that  proportion,  he  shall  forfeit  and  pay  to  any  one 
who  will  Mie  for  the  same,  a  sum  equal  to  the  money  lent,  one-half  for 
the  use  of  the  person  so  suing  and  the  other  half  for  the  use  of  the  State. 

Revised  Codeofit^z,  iitle  yinik,  ekap,  63,  §  1./.  1S3. 

Mr.  yohn  H.  Paynter^  Secretary  of  State,  writes  under  date  of 
Aug.  loth,  ult,  that  the  business  rate  is  tlie  same  asthekgal  rate. 
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FLORIDA. 

When  there  is  no  agreement  the  rate  is  eight  per  cent ;  any 
conventional  rate,  however,  is  legal. 

CUAFTER  1,562   [XO.   29]. 

An  Act  to  untrammel  capital  and  to  repeal  all  laws  on  usury. 

Wkereasy  Money  or  its  representatives,  like  other  property  and  com- 
modities thrown  upon  market  for  sale  or  loan,  should  no  more  than 
these  be  trammeled  by  law,  but  that  an  enlightened  policy  makes  it  judi- 
cious that  its  loan  should  be  left  to  the  laws  of  demand  and  supply,  and 
to  the  sense  of  the  mutual  interest  of  loaner  and  borrower,  therefore, 

Sbction  I.  Btt  it  enacted  by  the  Senate  and  House  of  Representatives 
of  the  State  of  Florida^  in  Ueneral  Assembly  convened^  That  hereafter  it 
shall  not  be  usury  to  loan  or  to  borrow  money,  bonds,  or  notes,  at  rates 
beyond  that  now  allowed  by  law ;  provided^  that  in  all  cases  where 
interest  i&hall  accrue  without  a  contract  having  been  made,  and  on  judg- 
ments, the  rates  of  interest  shall  remain  as  now  fixed,  or  may  be  here- 
ailLer  fixed  by  law. 

Session  Lavfsofi2C6f  id.  stssion^p.  27. 

The  lef^al  rate  is  fixed  at  eight  per  cent  where  no  agreement  has  been 
made  fixing  the  rate. 

Act  of  January  13, 1866 ;  Session  LawSf  isi  session,  1S66,  /.(Sfi. 

Mr.  yonathan  C,  Greeley^  the  city  tax  collector  of  Jackson- 
ville, Florida,  writes  to  me  under  date  of  Sept.  2,   ult.,  tliat, — 

"  The  prevailing  interest  is  from  ten  to  twelve  per  cent, 
though  it  ranges  to  thirty-six  per  cent.  I  have  frequently  loaned 
money  for  parties  outside  the  State  at  twenty-five  per  cent  per 
annum,  with  real  estate  security." 


GEORGIA. 

Article  V. — Interest  and  Usury.  §  2023.  Lawful  interest  in  this 
State  shall  be  at  the  rate  of  seven  per  cent  per  annum. 

Cods  of  Georgia^  rroised  by  J>,  Jnoin^  1866,  p.  404* 

§  2024.  Usury  is  the  reserving  and  taking,  or  contracting  to  receive 
and  take,  either  directly  or  by  indirection,  a  greater  sum  for  the  use  oi 
money  than  the  lawlul  interest. 

§  2025.  The  effect  of  usury  is  to  annul  and  make  void  the  contract  for 
the  uKury ;  the  lender  having  the  right  to  recover  the  principal  sum  loaned, 
with  lecral  interest  All  titles  to  property  made  as  a  part  of  an  usurious 
contract,  or  to  evade  the  laws  againts  usury,  are  void. 

/</./.  405 ;  see,  also,  $  aoa6  /»  $  3031,  inclitsivs, 

Mr.  J?,  /f.  Atkinson^  Private  Secretary  to  the  Governor, 
writes  to  me  from  Atlanta,  under  date  of  Sept.  2,  ult,  that, — 
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"  The  prevailing  or  average  rate  of  interest  which  money  will 
command  among  business  men  in  this  State,  is  from  one  to  two 
per  cent  per  month.  Money  can  be  loaned  at  these  rates  witli 
good  security.'* 

ILLINOIS. 

The  rate  of  interest  upon  all  contract^  nnd  agreements,  written  or  verbal, 
ezprea*  or  implied,  for  payment  of  m  >oey,  shall  be  six  per  cent  per 
annum  upon  every  one  hundred  dollars,  unless  otherwise  expressly 
stipulated  by  the  parties,  or  unless  otherwise  provided  by  law. 

Aci  9/*  I  Sc.  f  t  •  entitled  **An  art  to  U/^alhe  tern  per  caU  imienst  wium  U  is  mfrttd 
upon  peiwten  partiet.    Sets.  Jjows^p,  45. 

}  2.  That  in  all  contracts  hereafler  to  be  made,  whether  written  or 
▼erbal,  it  shall  be  lawful  for  the  parties  to  stipulate  or  agree  that  ten  per 
cent  per  annum,  or  nnv  less  sum  of  interest,  shall  be  taken  and  paid  upon 
every  one  hundred  dollars  of  money  loaned  or  in  any  manner  due  and 
owin^  from  any  person  or  corporation  to  any  other  person  or  corporation 
in  this  State. 

/«/.,f  3,/.46;   also  Gross"* (yi ed.)  StatuUs of  Illinois^  chapy^pp^'ji^^'Slt' 

%  3.  If  any  person  or  corporation  in  this  State  shall  contract  to  receive 
a  GT^eater  rate  of  interest  th:in  ten  per  cent  upon  any  contract,  verbal  or 
written,  such  person  or  corporation  shall  forfeit  the  whole  of  said  interest 
80  contracted  to  be  received,  and  shall  be  entitled  only  to  recover  the 
principal  sum  due  to  such  person  or  corporation. 

See.  3«  id.  i  Sess.  Laws  of  iS^,  /.  ^^ 

See,  also,  for  other  provisions,  Gross*  (3rd  ed.)  Illinois  Statutes,  chap. 
S4»  §§  n  to  16,  pp.  371,  37i. 

Mr.  George  IV.  Wade,  of  Chicago,  a  reliable  authority, 
writes  under  date  of  July  31,  ult,  that  the  average  rate  of  actual 
business  interest  is  nine  per  cent. 


INDIANA. 

Skctio?y  3.  Be  if  enacted,  etc.y  That  interest  upon  the  loan  or  for- 
bearance of  money«  goods,  or  things  in  action  shall  be  at  the  rate  of  six 
dollars  a  year  upon  one  hundred  dollars,  and  no  greater  rate  of  interest 
shall  be  taken,  directly  or  indirectly,  unless  the  agreement  to  pay  a 
h'jfher  rate  of  interest  be  made  in  writing  and  signed  by  the  party  to  be 
charged;  butsucii  rate  of  interest  shall  in  no  case  exceed  the  rate  of  ten 
dollars  a  year  on  one  hundred  dollars.  But  it  may  be  taken  yearly  or  for 
any  shorter  period  in  ndvnnce. 

Chap  LXXtl.  Laws  of  i^.  p.  151 1  act  entitled  ^^An  act  conctmimg^  interest 
on  money,  and  to  provide  Jor  recoupment  of  usurious  interest.**  Approved 
March  9,  1867. 

All  interest  exceeding  the  rate  of  ten  per  cent  per  annum  shall  be 
deemed  usurious  and  illegal  as  to  the  excess  only,  etc. 

Jd.%^ 
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Gen.  Nathan  KimhalU  of  Indianapolis,  writes  under  date  of 
July  29,  tliat,— 

"  The  prevailing  or  average  rate  of  actual  business  interest 
which  money  will  command  is  ten  per  cent.  We  could  loan 
hundreda  of  thousands  of  dollars  at  ten  per  cent  on  first  class 
real  estate  (mortgages)  security,  interest  payable  semi-annually," 


IOWA. 

The  rate  of  interest  shall  be  six  cents  on  the  hundred  by  the  year  on 
money  due  by  express  contract,  unless  a  different  rate  be  expressed  in 

writing.     •        •        • 

Rtvision  of\^6o^  iitU  13,  chap,  7a,  art.  2,  §  1787,/.  3x6. 

§  1788.  Parties  may  agree  in  writing  for  the  payment  of  interest  not 
exceeding  ten  cents  on  the  hundred  by  the  year. 

/</./.  3i5. 

Penalty  for  usury,  forfeiture  of  ten  per  cent  of  contract  to  State  for 
benefit  of  school  fund,  and  forfeits  all  interest  and  costs. 

/</.$  1791,//.  316, 3x7. 

Mr.  yoAn  JS.  Henry^  a  lawyer  in  Davenport,  writes  under 
date  of  Aug.  i,  ult,  that, — 

^^  Money  commands  ten  per  cent  interest,  clear.  In  cases  of 
money  loaned  by  the  savings  banks  and  insurance  companies  the 
borrower  furnishes  an  abstract  of  the  title  to  the  land  offered  as 
security,  and  pays  the  cost  of  conveyancing  and  recording,  and 
foreclosing  if  necessary.' 
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KANSAS. 

Section  i.  Creditors  shall  be  allowed  to  receive  interest  rt  the  rate  of 
seven  per  cent  per  annum,  when  no  other  rate  of  interest  is  agreed  upont 
for  all  money  af\er  it  becomes  due ;  for  money  lent  or  due  on  settlemen, 
of  account,  from  the  day  of  liquidation  of  the  same  and  ascertaininsr  the 
balance;  for  money  received  for  the  use  of  another  and  retained  without 
the  owner's  knowledge  of  the  receipt,  for  money  due  and  withheld  by  an 
unreasonable  and  vexatious  delay  of  payment  or  settlement  of  accounts; 
for  all  money  due  or  to  become  due  for  the  forbearance  of  payment 
whereof  an  express  promise  to  pay  interest  has  been  made;  and  for 
money  due  from  corporations  and  individuals  to  their  day  or  monthly 
employes,  from  and  after  the  end  of  each  month,  unless  the  same  shall 
be  paid  within  fifteen  days  thereafter. 

Chap,  XCV.  §  1.  Sfss.  Laws  of  Kansas.  1S71,  p.  ajo,  act  entitled  "An  act  to 
amend  an  act  entitled  an  act  regulating  the  interest  of  money.**  Approved 
February  29, 1S6S. 

§2.  The  parties  to  any  bond,  bill,  promissory  note,  or  other  instru- 
ment of  writing  for  the  payment  or  forbearance  of  money,  may  stipulate 
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therein  for  interest  receirable  upon  the  amount  of  such  bond,  bill,  note, 
or  other  instrument,  at  any  rate  not  exceeding  twelve  per  cent  per  annum. 

Chap,  51,  Interest  see,y  General  Statutes  of  Kansas ^  i86S,/.p5. 

In  cases  of  usurious  contracts  all  the  interest  is  forfeited,  the  principal 
alone  is  recoverable. 

Sec.  4  A/.,  p.  %i6 ;  see^  also,  id.  §§  3,  5,  and  6,  same  ti'tle^  oflmUrest^ 

Messrs.    Crawford  and    Wright^  of   Leavenworth,  Kansas, 
inform  me  that  twelve  per  cent  is  the  ^^  actual  business  interest." 


KENTUCKY. 

Section  i.  Legal  interest  shall  be  at  the  rate  of  six  dollars  upon  one 
hundred  dollars  for  a  year,  and  at  the  same  rate  for  a  greater  or  less  sum 
and  for  a  longer  or  shorter  time. 

Chap.  LIU.  Interest  and  Usury y  §  i,  Revised  Statutes  of  Kentucky yp,  419b 

The  act  approved  March  14,  XS71,  makes  it  lawful  to  contract  in  writing 

for  interest  not  exceeding  ten  per  cent  per  annum. 

If  any  rate  is  contracted  for  exceeding  ten  per  cent,  the  whole  interest 

is  forfeited. 

Id.%^1  see^  als0y  id.  §{  3  and  4. 

Mr.  yohn  C.  Bonnycastle^  of  Louisville,  writes  under  date  ot 
Aug.  I,  ult.,  that  "about  nine  per  cent  per  annum  has  been, 
during  the  past  two  years,  the  average  rate  of  interest  paid  on 
business  transactions  in  Kentucky.' 


f* 


LOUISLIVNA. 

§  1SS3.  All  debts  shall  bear  interest  at  the  rate  of  five  per  cent  from  the 
time  they  become  due,  unless  otherwise  stipulated. 

Revised  Statutes  cf  Louisiana ^  1S70,  f  1SS3,  of  Interest ^  p.  373. 

§  1884.  Article  2S95  of  the  civil  code  shall  be  so  amended  that  the 
amount  of  conventional  interest  shall  in  no  case  exceed  eight  per  cent, 
under  pain  of  forfeiture  of  the  entire  interest  so  contracted. 

§  x8S6.  The  holder  of  any  circulating  note  which  may  have  been  pro- 
tested for  non-payment  shall  be  entitled  to  damages  at  the  rate  of  twelve 
per  cent  per  annum  in  lieu  of  interest  until  final  payment,  payable  out  of 
the  general  fund  of  the  insolvent  party. 

/</./.  373- 

§  18S9.  The  owner  of  any  promissory  note,  bond  or  written  obligation 
for  the  payment  of  money  to  order  or  bearer,  or  transferable  by  assign- 
ment, shall  have  the  right  to  collect  the  whole  amount  of  such  promissoiy 
notes,  bonds  or  written  obligations,  notwithHtanding  such  promissory 
notes,  bonds  or  written  obligations  may  include  a  greater  rate  of  interest 
or  discount  than  eight  per  cent  per  annum;  provided^  such  obligations 
shall  not  bear  more  than  eight  percent  interest  per  annum  after  their 
maturities  until  paid. 

JldofiSia. 
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§  1890.  "The  banking  institutions  of  the  state  of  Louisiana*'  author- 
ized to  discount  paper  at  the  rate  of  eight  per  cent. 

Id.  \  iSgo^p,  374,  Act  0/1866. 

Mr.  Z.  J^,  Generes,  banker,  of  New  Orleans,  one  of  the  most 
reliable  and  competent  authorities  in  that  city,  informs  me  through 
Col.  Samuel  Fl<ywer^  under  date  of  August  28  ult.,  as  follows : 

"Good  business  or  factors'  paper,  factors*  acceptances  of  planters' 
drafts,  have  janged  during  the  past  year  trom  twelve  to  fifteen  per 
cent ;  same,  or  other  paper  with  collaterals,  state  securities,  etc., 
has  averaged  about  ten  per  cent.  First-class  mortgages  have 
averaged  about  nine  per  cent.  It  is  now  impossible  to  get  more 
tlian  eight  per  cent  for  first-class  mortgages  (with  vendor's  lien), 
at  least  it  is  an  exception  to  get  more  than  that.  In  this  connec- 
tion, also,  it  is,  perhaps,  proper  that  I  sliould  mention  the  action 
of  the  directory  of  the  Bank  of  America,  one  of  our  leading  banks, 
a  few  days  since,  in  reducing  rate  of  interest  for  less  than  sixty 
days  at  six  per  cent,  which  fact  I  state  without  venturing  any 
opinion  as  to  how  far  they  may  be  indicative  of  any  permanent 
change,  or  of  future  rates." 


MAINE. 

Section  i.  In  the  absence  of  any  agreement,  in  writing,  the  legal  rate 
of  interest  shall  be  six  per  cent  per  annum. 

Chap,  134,  f  I,  '*  An  oci  eoHttming^  ik^  rmie  of  interest,^    Apfravtd  March  ii, 
1S70.     SesM,  Laws  of  1870,  / .  9$. 

Usury  laws  repealed  by  chapter  169. 

JJawt  o/i9jo^  S«st.  La-ms^p.  130 

Mr.  Mark  Harden^  Acting  Private  Secretary  of  tiie  Governor, 

writes  under  date  of  Augusta,  August  8,  ult.,  that — 

"  Money  at  the  banks  here  on  deposit  is  worth  seven  per  cent ; 
good  paper,  small  amounts,  on  short  time,  the  ruling  prices  is 
eight  per  cent." 

MARYLAND. 

Section  i.  Interest  may  be  charged  or  deducted  at  the  rate  of  six  per 
centum  per  annum,  and  the  same  may  be  calculated  according  to  the 
standard  laid  down  in  Rowlett's  tables. 

Sec.  I.  Art.  XCVf  Usmry.    Maryland   Code,  PnHt'c  General  Laws,  vol.  i, 
/.  696. 

A^gal  interest  is  recoverable;  all  the  excess  forfeited  to  the  defendant 

Sect,  4  and  5,  /.  697  .*  see  alsoy  %\  a  and  5,  id. 


126 

Mr.  Henry  C.  Wagner^  of  Baltimoi'e,  writes,  under  date  of 
July  29,  as  follows : 

'^  Money  commands,  upon  mortgage  loans  in  Baltimore,  eight 
to  nine  per  cent,  the  former  for  long  terms  (three  to  five  years), 
and  the  latter  for  short  terms  (one  to  two  years)  ;  and  in  the  coun- 
ties  of  the  state,  nine  to  twelve  per  cent,  according  to  margin 
and  time.  A  *  bonus'  of  the  amount  of  *  extra  interest'  for  the 
whole  time  is  deducted  from  the  amount  of  mortgage,  and  interest 
at  six  per  cent  upon  whole  amount  collected  quarterly  or  semi- 
annually. This  is  the  universal  practice  of  capitalists  and  loan 
associations,  and  is  considered  safe  against  a  plea  of  usury  *Call 
loans'  upon  good  collateral  security  are  oflen  made  at  low  rates — 
four,  five  and  six  per  cent ;  but  our  banks  (state  and  national) 
receive  for  discounting  good  commercial  paper,  sixty  days  to  four 
months,  seven  to  nine  per  annum,  according  to  agreement  and  the 
demand  for  money ;  it  is  very  irregular." 


MASSACHUSETTS. 

Section  i.  When  there  is  no  agreement  for  a  different  rate  of  interest 
of  money  the  same  shall  continue  to  be  at  the  rate  of  six  dollars  upon  one 
hundred  dollars  for  a  year,  and  at  the  same  rate  for  a  greater  or  less  sum 
and  for  a  longer  or  shorter  time. 

Sec.  I,  of  ^^  An  act  concerning  the  rate  of  imterett.**    Approved  Meurch  6^  1867. 
Chap,  56,  Sees,  Leewt^  p,  500. 

§  2.  It  shall  be  lawful  to  contract  to  pay,  or  reserve  discount,  at  any 
rate,  and  to  contract  for  payment  and  receipt  of  any  rate  of  interest ; 
frovidedj  however ,  that  no  greater  rate  of  interest  than  six  per  centum 
per  annum  shall  be  recovered  in  any  action,  except  when  the  agreement 
to  pay  such  greater  rate  of  interest  is  in  writing. 

Sec,  a  of  the  tanu  act* 

Bonds  issued  by  railroad  or  other  corporations,  under  authority  of  law, 
may  bear  interest  not  exceeding  the  rate  of  seven  per  centum  a  year. 

Act  approved  May  aS,  1870 ;  Sees,  Lavn,p*  313. 

The  prevailing  actual  business  rate  of  interest  is  the  same  as 
that  above  provided  for  railroad  and  other  corporate  bonds — about 
seven  per  cent. 

MICHIGAN. 

The  legal  rate  is  seven  per  cent;  parties  may  stipulate  in  writing  for 
the  payment  of  any  rate  of  interest  not  exceeding  ten  per  cent  per  annum. 

Compiled  Laws  of  Michigan  y  1857,  Vol,  J^p.  4a,  (1314) 


sec.  a. 


Plaintiff  may  recover  the  principal  and  legal  interest,  exclusive  of  the 
usury. 
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Compound  interest  may  be  collected  not  exceeding  the  legal  or  conven- 
tional rate. 

Ad^f  i86f^  Stniam  Laws^  p.  la.  No.  ii  entitled  ^*  An  act  relating"  to  interest 
upon  installments  falling  dud  upon  written  contracts." 

Mr.  Wm.  C  Green  ^  insurance  manager  and  agent,  of  Detroit, 
writes  under  date  of  August  2,  ult,  as  follows : 

"I  think  that  it  is  safe  to  say  that  the  average  rate  of  actual 
business  interest  which  money  will  command  is  not  less  than  ten 
per  cent.  Some  few  loans  may  be  made  on  mortgages  at  a  less 
figure,  but  almost  any  amount  of  money  could  be  readily  invested 
at  ten  per  cent  interest  (payable  semi-annually)  on  excellent  real 
estate  security.  Bankers,  in  some  localities  readily  obtain  from 
one  to  three  per  cent  per  month  on  good  business  paper." 


MINNESOTA. 


Section  i.  Interest  for  any  legal  indebtedness  shall  be  at  the  rate  of 
seven  dollars  upon  one  hundred  dollars  for  a  year,  unless  a  different  rate 
is  contracted  for  in  writing,  and  all  contracts  shall  bear  the  same  rate  of 
interest  after  they  become  due  as  before,  if  it  clearly  appears  therefrom 
that  such  was  the  intention  of  the  parties ;.  but  no  contract  for  a  greater 
rate  of  interest  than  twelve  dollars  upon  one  hundred  dollars  for  a  year 
shall  be  valid  for  the  excess  of  interest  over  twelve  per  cent. 

Chapter  XXtltA  i.  Revision  o/idGS  of  StatuUs  of  Minnesota^  p.  aa6 ;  Article 
interest  of  Money . 

Mr.  An  Ii*  McGill^  Private  Secretary  to  the  Governor,  writes 
as  follows,  under  date  of  August  23,  ult. : 

"  The  prevailing  rate  of  business  interest  on  money  is  twelve  per 
cent  per  annum.    This  is  the  rate  charged  by  all  of  our  banks." 


MISSISSIPPI 

Art.  X.  The  legal  rate  of  interest  on  all  bonds,  notes,  accounts,  judg- 
ments, and  contracts,  shall  be  six  percent  per  annum,  but  contracts  may 
be  made  in  writing  for  the  payment  of  a  rate  of  interest  as  great  as  ten 
per  cent  per  annum.  And  if  a  greater  rate  of  interest  than  ten  per  cent 
shall  be  stipulated  for  in  any  case,  such  excess  shall  be  forfeited,  on  the 
plea  of  the  party  to  be  charged  therewith ;  and  all  judgments  and  decrees 
founded  on  any  contract,  shall  bear  interest  after  the  rate  of  the  debt  on 
which  such  judgment  or  decree  was  rendered. 

Art.  7,  Chap.  Ly  Revised  Code  of  Mississippi ^  1857,/.  370. 
See  also  idem,p,  370,  articles  a,  3  and  4. 
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Messrs.  Mathews  it  Arnold^  a  leading  firm  of  lawyers  ia 
Columbia,  Miss.,  write,  on  the  9th  day  of  Aug.,  ult.  as  follows: 

"  The  average  rate  of  business  interest  which  money  will  com- 
mand in  this  State  we  should  say  would  be  about  ten  per  cent, 
though  we  cannot  speak  with  confidence  on  this  branch  of  the 
subject," 

MISSOURI. 

The  rate  where  there  is  no  agreement  is  six  per  cent. 

Wagner*s  Statutes^  Vol,  II,  §  I,/.  7S3. 

The  parties  may  agree,  in  writing,  for  as  high  a  rate  as  ten  per  cent, 
and,  also,  for  interest  compounded  annually. 

Id.  f  a,  /.  783 ;  ai  Mo.  Rep.  43a;  38  Mo.  Rep.  461. 

If  more  than  the  legal  rate  is  contracted  for  the  party  loses  all  of  the 
interest,  and  the  same  is  forfeited  to  the  county  for  the  use  of  the  common 
schools. 

/</.  §5»/'783- 

Mr.  Henry  W.  Hough^  of  St.  Louis,  a  fire  and  Life  insurance 
ofiicer,  writes,  under  date  of  September  2,  ult.,  that, — 

"  Known  business  men  can  obtain  what  money  they  need  from 
banks  or  savings  institutions,  short  loans,  at  eight  per  cent ;  those 
not  so  well  known  pay  ten  during  the  winter ;  outside  operators 
one-and-a-half  per  cent  per  month  in  St.  Louis.  Take  the  State  at 
large,  the  prevailing  or  average  rate  of  actual  business  interest 
which  money  will  command  is  ten  per  cent.  On  very  choice 
city  property,  eastern  capitalists  will  loan  at  nine  and  often  at 
eight  per  cent." 

NEBRASKA. 

Rate  ten  per  cent,  if  there  is  no  agreement;  parties  may  u^ree  on  rate 
uot  exceeding  twelve  per  cent. 

Revitei    Statutes  of  Nebraska^  July  i,  1866,  p.  341,   article  ''*  Inter ett^  as 
amended  thereafter. 

If  illegal  interest  has  been  contracted  for,  principal  only  recoverable, 

and  the  defendant  shall  recover  costs. 

Id.  §  s,  /.  341. 

Mr.  T.  W,  T,  Richards^  a  practicing  lawyer  at  Omaha,  writes 
under  date  of  August  14,  ult,  that, — 

"  All  bank  loans  are  made  at  the  rate  of  twelve  per  cent,  and 
interest  deducted  in  advance,  and  loans  never  made  for  a  longer 
time  than  ninety  days.  The  banks  will  only  loan  at  this  rate  to 
their  own  depositors.     Outsiders  pay  all  the  way  up  from  twelve 
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per  cent  per  annum  to  five  per  cent  per  month.  A  very  large 
amount  of  money  is  now  being  loaned  to  this  class  of  persons 
on  safe  security  at  two  to  three  per  cent  per  month.  In  such 
cases,  the  law  is,  of  course,  evaded  in  some  one  of  the  many 
ways  by  which  the  lender  is  protected.  Almost  any  amount  of 
money  can  at  present  be  loaned  in  Nebraska  upon  uie  very  best 
securities,  both  real  and  personal,  at  twelve  per  cent,  and  in 
advance.  In  Omaha  and  vicinity  pretty  safe  securities  at  rates 
largely  in  excess  of  this.  As  to  real  estate  securities  in  Nebraska 
and  the  West  generally,  I  must  say  that  I  regard  them  as  quite 
as  safe,  and,  in  some  respects,  better  securities,  than  like  securi- 
ties in  the  older  States.  In  the  West  property  is  constantly 
appreciating  in  value,  owing  to  the  very  rapid  development  of 
the  West ;  and  what  would  to-day  be  a  safe  security  for  a  specified 
amount  of  money,  in  five  years  would  be  doubly  safe." 


\ 


NEVADA. 

§  4.  When  there  is  no  express  contract,  in  writing,  fixing  a  different 
rate  of  interest,  interest  shall  be  allowed  at  the  rate  of  ten  per  cent  per 
annum  for  all  moneys  after  they  become  due,  on  any  bond,  bill,  or 
promissory  note,  or  other  instrument  of  writing,  on  any  judgment, 
recovered  before  any  court  in  this  Territory,  for  money  lent,  for  money 
due  on  the  settlement  of  accounts  from  the  day  on  which  the  balance  is 
ascertained,  and  for  money  received  to  the  use  of  another. 

Lavfs  of  1861,  chap.  XXXIV,  $  4,/.  100. 

§  5.  Parties  may  agree,  in  writing,  for  the  payment  of  any  rate  of 
interest  whatever  on  money  due  or  to  become  due  on  any  contract.  Any 
judgment  rendered  on  such  contract  shall  conform  thereto,  and  shall 
bear  the  interest  agreed  upon  by  the  parties,  and  which  shall  be  specified 
in  the  judgment,  provided^  onljr  the  amount  of  the  original  claim  or 
demand  shall  draw  interest  afler  judgment. 

§Sj  id.  p.  100. 

From  this  State,  Mr.  C.  H.  Belknapy  Private  Secretary  to  the 
Governor,  writes  from  Carson  City,  August  18,  ult.,  that, — 

"  The  rate  of  interest  varies  from  one-and-a-half  to  two  pej 
cent  per  month." 


NEW  HAMPSHIRE. 

%  3.  In  rendering  judgments,  and  in  all  business  transactions  wherA 
interest  is  paid  or  secured,  it  shall  be  computed  and  paid  at  the  rate  of 
six  dollars  on  a  hundred  dollars  for  one  year,  unless  a  lower  rate  is 
expressly  stipulated. 

Sec.  a,  chap.  CCXIII,  title,  Judgmmts,  General  Statutes  of  New  Hamp' 
skirey  1867,/.  433. 
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f  3.  If  any  person,  upon  any  contract,  receivei  intereit  at  a  higher 
rate  than  six  per  cent,  he  shall  forfeit  three  timet  the  turn  to  received  in 
excess  of  said  six  per  cent  to  the  person  who  will  sue  therefor. 

Contract  not  invalid  for  the  principal  and  legal  interest. 

f  5.  Nothing  in  this  chapter  shall  extend  to  the  letting  of  cattle  or 
^ther  usages  of  like  nature  m  practice  among  fanners,  or  to  maritime 
contracts,  as  bottomry  insurance,  or  course  of  exchange  as  heretofore 
used. 

Hon.  Oliver  Pillsbury^  Insurance  Commissioner,  writes  on  the 
jotli  day  of  August,  ult.,  as  follows, — 

"  The  average  prevailing  rate  of  '  actual  business  interest  *  at 
this  time  will  not  vary  much  from  seven  per  cent.  I  think, 
however,  tliat  a  gradual  decline  is  going  on,  and  tlie  present 
mdications  are  tliat  six  per  cent  will  be  reached." 


NEW  JERSEY. 
The  legal  rate  is  seven  per  cent. 

Chap.  CLXXT,  Lavas  cf  1S66.  Approved  March  15, 1866.  Stu.  Laws,  p,  406, 
act  entttUd  "^  further  supplemtnt  to  the  act  entitled  *Am  act  tfg-atnsi 
usury.*"      Nixon^s  Digest  (\lh  ed.)^  Laws  of  New  ^eraey^  1709-1866, 

In  case  of  an  usurious  contract  principal  may  be  recovered  without 

ny  interest. 

Act  cf  1864,/.  714 1  Nixon^s  Digest^  p.  439* 

Mr.   William  Z.  Dayton^   counselor,  etc,  of  Trenton,  N.  J., 

#^rites,  under  date  of  August  7i  ult.,  that, — 

"  The  prevailing  or  average  rate  of  actual  business  interest  in 
ihis  State  is,  I  tliink,  the  legal  rate,  seven  per  cent.  This  is,  of 
/ourse,  on  the  best  securities.  More  is  no  doubt  sometimes 
obtained,  seldom  less.  This  is,  however,  merely  an  individual 
opinion.  Money  may  command  higher  rates  in  other  parts  of  the 
State  tlian  in  tliis  city." 

NEW  YORK. 

The  Revised  Statutes  (  Vol.  7,  f.  772)  allow  the  excess  of 
interest  over  the  legal  rate  of  seven  per  cent  to  be  recovered  back 
and  declare  any  contract  tainted  with  usury  to  be  "  void^^ 

See  chap.  7K,  tiUe  3,  f  S  1 19  S,  //.  771, 773,  vol,  x^JirH  ad. 
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NORTH  CAROLINA. 

The  legal  rate  when  there  it  no  special  contract  18  six  per  cent ;  for  the 
loan  of  xnonej  only  eight  per  cent  is  allowed  by  a  special  agreement  in 
writing. 

In  case  of  an  usurious  contract  the  principal  alone  is  recoverable ;  all 
the  interest  is  forfeited. 

Ckap.  34,  Zaws  of  x8^,  '66,  /.  8o. 

Messrs.  Bragg  <&  Strongs  one  of  the  leading  law  firms  of  the 
State,  write  from  Raleigh,  August  25,  ult,  that, — 

"  We  have  consulted  with  nearly  all  the  bank  officers  in  town, 
and  with  several  persons  having  control  of  and  lending  money, 
and  we  are  satisfied  that  twelve  per  cent  per  annum  is  an  outside 
average  figure.  The  banks  themselves  will  lend  from  three  to 
six  montlis,  at  eight  per  cent,  on  a  deposit  of  government  securi- 
ties, which  can  be  converted  into  money  at  the  day  the  money 
falls  due ;  and  private  individuals  will  loan  upon  mortgage,  at 
eight  per  cent,  for  a  year  or  longer.  We  thought  money  would 
average,  throughout  the  State,  one-and-a-half  per  cent  per  month, 
because,  in  the  transactions  of  individuals  we  had  known  so 
much  larger  rate  to  be  demanded  and  paid,  coupled  with  the  fact 
that  the  ordinary  bank  operations  range  from  one  to  one-and-a- 
half  per  month.  We  are  now  satisfied  that  we  were  in  error,  and 
that  eight  to  ten  per  cent  per  annum,  secured  by  mortage,  is  a 
fair  rate.** 

Mr.  Kemp  P.  Battle^  counselor-at-law,  also  of  Raleigh,  N.  C, 
writes  as  follows,  August  25,  ult., — 

**  The  usual  bank  rates  for  tliirty  or  sixty  days  are  from  one  to 
one-and-a-half  per  month,  according  to  circumstances ;  but  rates 
higher  than  these  have,  I  think,  ceased.  When  money  is  lent  on 
mortgage  on  long  time,  I  know  some  cases  where,  by  charging  a 
bonus  in  the  shape  of  a  fee  or  commission,  ten  per  cent  per 
annum  is  realized.  But,  in  the  case  of  companies  whose  business 
is  not  to  bank  or  speculate,  but  merely  to  invest  in  first-class 
securities  on  time,  eight  per  cent,  the  legal  interest,  is  usual,  and 
I  know  of  divers  cases  where  private  individuals  demand  only 
that  interest.  In  my  opinion,  an  insurance  company  should  obey 
the  laws  of  the  land  and  demand  only  legal  interest.  In  no  other 
way  can  the  confidence  of  the  public  be  gained.  In  North 
Carolina  the  causes  which  have  produced  the  present  enhanced 
rates  are  of  a  temporary  nature.  Business  will  not  justify,  for  a 
long  time,  their  continuance.  Debtors  will  be  ruinedf  if  they  are 
kept  up." 
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OHIO. 

Section  i.  B9  it  enaeUdi  etc.,  That  the  parties  to  an/  bond,  bill, 
promissory  note,  or  other  instrument  of  writing,  for  the  forbearance  or 
payment  of  money  at  any  future  time,  may  stipulate  therein  for  the  pay- 
ment of  interest  upcm  the  amount  of  such  bond,  bill,  note,  or  other 
instrument  of  writing,  at  any  rate,  not  exceeding  eight  per  centum  per 
annum,  payable  annually. 

Stc.  y,  c/am  act  entitM  **An  act  to  ammd  *Am  odjixiMg  Of  r«U  ofimUruU^ 
Pasted  May  4, 1869.    Sett,  Lmwt^  p.  gi* 


Rate,  six  per  cent  when  there  is  no  agreement. 

Mr.  W^  F.  Colhurn^  Insurance  Manager,  of  Qncinnati,  writes 
as  follows, — 

"  The  prevailing  or  average  rate  of  actual  business  interest  is, 
or  rather  has  been,  nine  per  cent.  For  three  or  four  months  past 
money  has  been  in  the  hands  of  bankers  to  an  unusual  extent, 
with  small  demand  from  their  regular  customers  or  outsiders, 
consequently  money  can  be  readily  obtained  at  from  six  to  eight 
per  cent.  The  general  opinion  is,  that  this  state  of  things  will 
not  continue  longer  than  through  the  fall  months.  I  have  no 
doubt  the  old  rates  will  prevail  again,  unless  money  flows  in 
from  outside  sources." 

OREGON. 

The  rate  of  legal  interest  is  ten  per  cent  when  there  is  no  rate  stipu- 
lated, and  in  other  specified  cases.  But  on  contracts  interest  at  the  rate 
of  one  per  centum  per  month  may  be  chained  by  express  agreement  of 
the  parties,  and  no  more. 

Chap.  XXIV,  \  I,  GWmto/  Ltemt  cf  Onsgpm,  iSfS-iSfift  ^^mpfftd  hy  M,  P. 

In  case  of  an  usurious  contract,  the  principal  is  forfeited  to  the  State 
for  the  benefit  of  the  school  fund  of  the  county,  and  the  plaintiff  pays 
the  costs  of  suit,  the  defendant  escaping  the  payment  of  any  interest* 

Mr.  George  P,  Holman^  attomey-at-law,  of  Salem,  Oregon, 
writes,  under  date  of  September  19,  ult,  that, — 

"  The  prevailing  or  average  rate  of  actual  business  interest 
which  money  will  command  in  this  State  is  twelve  per  cent  per 
annum,  or  one  per  cent  per  month." 

Mr.  Henry  H,  Gilfry^  Private  Secretary  to  the  Governor, 
writes  to  the  same  effect,  and  also  that,  before  the  passage  of  the 
statute,  it  was  customary  to  charge  from  twenty  to  twenty-five 
per  cent  per  annum.  ^ 
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PENNSYLVANIA. 

The  lawful  rate  of  interest  for  the  loan  or  use  of  monej  in  all  cases, 
when  no  express  contract  shall  have  been  made  for  a  less  sum,  shall  be 
six  per  cent  per  annum ;  and  the  first  and  second  sections  of  the  act  of 
March  a,  A.D.  1733,  entitled  '*  An  act  to  reduce  the  interest  of  money 
from  eight  to  six  per  cent  per  annum,**  be,  and  the  same  is  hereby  repealecl. 

No,  557,  {  I,  0/  **Am  act  regynlatinff  the  rate  of  interest,**  Approved  May  a8, 
1858.  Se»s.  LMWSy  p.  62a.  Purdon's  Digest^  Brightly^  1700-1861,  /.  561, 
Article,  Interest, }  1. 

Commission  merchants,  in  certain  cases,  may  charge  at  the  rate  of 
seTen  per  cent. 

Purdon^s  Digest,  %  3.  /.  561 ;  article.  Interest, 
The  charters  of  some  savings  banks  allow  a  rate  of  ten  per  cent 

The  lender  forfeits  the  excess  of  interest  over  the  legal  rate ;  no  other 
penaitj. 

Act  of  May  28,  1858,  f  a. 

Mr.  y.  Morris  Harding^  of  Philadelphia,  writes,  September, 
ult,  that, — 

*^  The  prevailing  or  average  rate  of  interest  is  so  unsettled  in 
the  several  sections  of  the  State,  owing  to  various  influences, 
that  it  is  impossible  to  give  a  rate,  or  even  an  approximation ; 
tf.^.,  in  Philadelphia,  the  market  closely  follows  New  York ;  in 
Lancaster  it  is  six  per  cent ;  in  Titusville  and  oil  regions  eighteen 
per  cent ;  in  Pittsburgh  ten  per  cent,"  etc. 

Mr.  David  W.  Bell^  attomey-at*law,  of  Pittsburgh,  writes, 
August  I,  ult,  that, — 

^*The  prevailing  or  average  rate  of  actual  business  interest 
which  money  commands  in  this  State  at  present  (because  it 
varies)  is  about  eight  per  cent ;  but  parties  oflen  get  nine  and 
ten.    We  would  say  eight  per  cent  was  a  fair  average  at  present" 


SOUTH  CAROLINA. 

Rate  fixed  at  seven  per  cent  in  lieu  of  eight  per  cent,  by  act  of  January 
«» 1777- 

StatuUs  at  Large  of  S,  C,  Vol.  IV,  p,  363. 

Act  of  December  18,  1830,  the  former  penalties  for  usury  reduced  to  a 
forfeiture  only  of  all  interest,  the  principal  sum  alone  being  recoverable 
without  costs. 

7rf.,  Vol.  VI,  p,  409. 

See  act  of  183 1,  also  4S,  49. 

I  am  informed  by  Mr.  yohn  Hearty  Private  Secretary  to  the 
Governor,  that  there  are  no  usury  laws  in  force,  and  that  any  rate 
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agreed  upon  by  the  parties  is  recoverable,  but  I  do  not  find  the 
statute  law  to  this  eflect. 

Mr.  Heart  also  writes,  under  date  of  August  lo,  ult,  that — 

"  The  prevailing  or  average  rate  of  actual  interest  varies  with 
the  condition  of  the  money  market,  from  one,  one-and-a-half,  to 
two  per  cent  per  month.  The  second  (one-and-a-half)  is  about 
the  ^average  rate.  Any  amount  of  money  can  be  loaned  on 
landed  security." 


RHODE  ISLAND. 

SxcTiON  1.  Interest  in  the  rendition  of  judgmentB,  and  in  all  butinest 
transactions  where  interest  is  secured  or  paid,  shall  be  computed  at  the 
rate  of  six  dollars  on  n  hundred  dollars  for  one  year,  unless  a  different 
rate  is  expressly  stipulated. 

Cia/.  sSa,  f  i.  Law  of  1865, /oma^  March  17,  Sets,  Lams,p,  909. 

Mr.  yohn  R.  Bartlett^  Secretary  of  State,  writes,  August  8, 
ult,  that, — 

"  There  is  no  fixed  rate  of  interest  at  our  banks.  When  money 
is  scarce,  seven,  seven-and-a-half,  and  even  eight  per  cent,  has 
been  charged  by  our  banks,  while  tlie  present  rates  are  from  five 
to  five>and-a-half  per  cent." 


TENNESSEE. 

The  legal  rate  as  established  by  the  code  of  Tennessee  (Meigs  and 
Cooper's  ed.,  i8.s8),  is  six  per  cent,  article  1944,  p.  3(>S,  chap.  \\y  entitled 
of  **Mone7  and  interest." 

See  Articles  194J  to  19^5  inclusive. 

The  code  was  amended  February  33,  187O1  hy  the  passage  of  an  act 
entitled  **  An  act  to  amend  the  usury  laws  of  the  State,  and  to  establish 
a  conventional  rate  of  interest." 

Chap  LXIX  of  General  Lams,  f,  8S. 

The  first  section  of  this  act  makes  it  lawful  to  contract  for 
**  any  rate  of  interest  not  exceeding  ten  per  cent  per  annum, 
provided  that  the  rate  of  Interest  be  in  writing  and  expressed  on 
the  face  of  the  instrument  creating  the  debt  or  obligation." 

By  the  tlilrd  section,  if  unlawful  interest  is  contracted  for,  it 
shall  operate  as  a  release  of  tlie  debtor  for  all  interest  in  excess 
of  six  per  cent. 

By  the  fourth  section,  parties  guilty  of  usury  may  be  indicted, 
and  fined  not  less  than  one  hundred  dollars. 
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Gen.    G,    W.   Gordon  writes  from   Nashville,  under  date  of 
August  30,  ult,  that, — 

^^  Money  will  readily  command  ten  per  cent  interest  in  this 
State." 


TEXAS. 

Extract  from  the  Constitution  of  July,  1S69: 

Art.  i2t  Ssc.  XLIV.  All  usury  laws  are  abolished  in  this  State,  and 
the  Legislature  is  forbidden  from  making  laws  limiting  the  parties  to 
contracts  in  the  amount  of  interest  they  may  agree  upon  for  loans  of 
money  or  other  property ;  provided^  this  section  is  not  intended  to  change 
the  provisions  of  law  fixing  rate  of  interest  on  contracts  where  the  rate 
of  interest  is  not  specified. 

When  there  is  no  agreement  the  rate  of  interest  is  eight  per  centum 
per  annum. 

Art.  3940,  LovMttf  Ttxas  (%d  td.)  1869;  PasckaPa  Annotattd  Dig^est^  /•ttS^ 
Article^  JnUmU 

Before  the  Constitution  of  1869  the  maximum  or  conventional  rate  of 
interest  was  not  exceeding  twelve  per  cent 

Id,  art,  7f)\typ'  666. 

Mr.  71  N*  Wauly  a  practicing  lawyer  in  Galveston,  writes, 
imder  date  of  September  8,  ult,  that, — 

^'  The  prevailing  or  average  rate  of  actual  business  interest  is, 
in  bank,  twelve  per  cent  discount  on  sixty  and  ninety  days ;  on 
the  street,  from  one-and-a-half  to  two-and-a-half  per  month, 
frequently  at  much  higher  rates ;  loans  on  undoubted  and  unin- 
cumbered  real  estate,  twelve  per  cent  per  annum,  payable 
quarterly  or  semi-annually,  for  one,  two,  and  three  years.  Large 
amounts  could  be  securely  invested  on  long  loans  at  ten  per  cent 
per  annum.'' 


VERMONT. 

Rate  of  interest  six  per  cent 

Sge  t.  CAa/  79,/.  507.  Gtiural  StaimUa  of  VtnMoni,  xS63»  ArUeU,  ImUruiof 
Motuy 

Excess  of  interest  may  be  recovered  back,  with  interest,  in  an  action 
of  assumpsit. 

/(/.  Stc.  4« 

Provisions  relating  to  interest  shall  not  extend  to  the  letting  of  cattle, 
or  other  usages  of  a  like  nature,  among  farmers,  or  maritime  contracts, 
bottomry  or  course  of  exchange,  as  has  been  customary, 

f  5i »«'./.  508. 
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Dr.  yulius  T.  Dertvey^  President  of  the  National  Life,  of 
Montpelier,  writes,  under  date  of  August  30,  ult.,  as  to  the 
average  rate  of  business  interest, — 

^*  Our  people  manage  to  get  something  more  than  legal  interest 
One  mode  is  by  purchasing  mortgage  notes  at  some  discount, 
say,  one  or  two  per  cent  on  notes  that  draw  six  per  cent.  Most 
of  the  national  banks  discount  about  legal  rates." 

VIRGINIA. 

Extract  from  the  new  Constitution : 

Usury,  Upon  debts  hereafter  contracted  it  shall  be  lawful  to  receive 
any  rate  of  interest)  not  exceeding  twelve  per  centum  per  annum,  which 
may  be  agreed  upon  by  the  parties  and  be  specified  in  the  bond,  note,  or 
other  writing  evidencmg  the  debt  When  there  is  no  such  agreement, 
the  rate  of  interest  shall  be  six  per  centum  per  annum  for  the  use  and 
forbearance  of  every  hundred  dollars. 

ArticU  Xf  set  Session  Laws  1869,  'To,/.  617. 

This  provision  of  the  Constitution  was  enacted  into  a  statute 
March  15,  1870: 

The  penalties  for  usury  continue  to  be  a  forfeiture  of  all  interest  with 
payment  of  the  costs  of  suit. 

Cods  of   Virginia,  i860,    Chap,   CXLIy   Title  4a,  of  Monty  and  InUrsst^ 
Nos.  5  /0  10. 

Col.  71  ^.  Owens^  Ald-de-camp  to  the  Governor,  writes  from 
Richmond,  August  28,  ult.,  that, — 

'^  The  average  rate  of  business  interest  is  about  nine  per  cent.** 

WEST  VIRGINIA 

%  4.  Legal  interest  shall  continue  to  be  at  the  rate  of  six  dollars  upon 
one  hundred  dollars  for  a  year,  and  proportionably  for  a  greater  or 
less  sum  or  for  a  longer  or  shorter  time;  and  no  person,  upon  any  con- 
tract, shall  take,  for  the  loan  or  forbearance  of  money  or  other  thing, 
above  the  value  of  such  rate. 

Sec.  4,  chap.  XC  VI,  of  Money  and  InUrsst,  Code  of  West  Virginia,  i8(S8,  >.  53a- 

§  5.  All  contracts  and  assurances  made  directly  or  indirectly  for  the  loan 
or  forbearance  of  money  or  other  thing  at  a  greater  rate  of  interest  than 
six  per  cent,  except  when  such  greater  rate  is  now  allowed  by  law,  shall 
be  void  as  to  the  excess  of  interest  agreed  to  be  paid  above  that  rate,  and 
no  further.  Jd.  f  5>  /.  533. 

Mr.  R.  G.  Barr^  a  leading  lawyer  of  Wheeling,  writes  under 
date  of  July  31,  ult,  that,— 

**  The  average  business  interest  is  from  ten  to  twelve  per  cent 
In  some  portions  of  the  State  it  never  commands  less  than  twelve 
per  cent." 
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WISCONSIN. 

Rate  is  soven  per  cent;  but  parties  may  contract  for  a  rate  not  exceed- 
ing ten  psv  cent  in  case  such  rate  **  be  clearly  expressed  in  writing." 

Stss,  LawSj  1866,  £ka^,  xao,  fi  i,  /.  16S. 

The  instrument  reserving  usurious  interest  is  valid  for  the  principal, 
but  no  interest  shall  be  recovered  thereon. 

Stss,  Law*  of  1871,  chap,  93,  /.  xa8. 

ARIZONA  TERRITORY. 

There  is  no  statute  fixing  any  limit  to  the  rate  of  interest  which 
may  be  agreed  upon  by  the  parties ;  when  there  is  no  agreement 
the  rate  is  ten  per  cent. 

Gov.  A.  P.  R.  Safford  writes  under  date  of  Tucson,  Sept. 
27,  1871,— 

"  The  usual  rate  of  interest  paid  in  this  Territory  is  two  per 
cent  per  month.  I  think  quite  a  large  capital  could  be  used 
safely  and  average  this  rate  of  interest.  Considerable  could  be 
used  in  the  purchase  of  county  indebtedness  (warrants),  an 
would  pay  a  larger  rate,  say  three  per  cent.  To  use  money 
safely  and  advantageously  it  would  be  necessary  to  have  a 
thorough  knowledge  of  the  country  and  people.' 
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ALASKA  TERRITORY. 
No  information  on  the  subject  of  interest. 

COLORADO  TERRITORY. 

Srction  I.  The  le^al  rate  of  interest  on  the  forbearance  or  loan  of  any 
money,  when  there  is  no  agreement  between  the  parties,  as  specified  in 
the  third  section  of  this  chapter,  shall  be  at  the  rate  of  ten  per  centum 
per  annum. 

Revistd  SiaiuUs  of  Colorado,  186S,  chap,  LXIVy  ariicUy  InUr**t,  {  i,  /.  363. 

§  3.  The  parties  to  any  bond,  bill,  promissory  note  or  other  instrument 
of  writing  may  stipulate  therein  for  the  payment  of  a  greater  or  higher 
rate  of  interest  than  ten  per  centum  per  annum,  and  any  such  stipulation 
contained  in  any  such  instrument  of  writing  may  be  enforced  in  any 
court  of  law  or  equitj^  in  the  Territory. 

Id.  §  3,  /.  36a.    For  other  provisions^  see  id,  f$  a  amd^ 

Mr.  D.  C.  Dodge^  General  Agent  of  the  Kansas  Pacific  RaiL 
way  Company,  writes  from  Denver,  under  date  of  Sept  5,  ult., 
tbatr- 
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^*  The  average  rate  of  business  interest  at  present  is  one-and-a- 
half  per  cent  per  month  on  good  security  ;  long  time,  good  real 
estate  security,  fifteen  per  cent  per  annum  could  be  readily 
obtained.     Lioan  on  call,  twelve  per  cent  per  annum.'* 

DAKOTA  TERRITORY. 

No  information  has  as  yet  been  received  on  the  subject  of  rates 
of  interest, 

DISTRICT  OF  COLUMBIA, 

B9  it  tnacied  by  the  Senate  awd  House  of  Representatives  of  the  United 
States  of  America^  in  Congress  assembled^  That  the  rate  of  interest  upon 
judgments  or  decreef>t  and  upon  the  loan  or  forbearance  of  any  money, 
goods,  or  things  in  action,,  shall  continue  to  be  six  dollars  upon  one 
hundred  dollars  for  one  year,  and  after  that  rate  for  a  greater  or  less  sum 
or  for  a  longer  or  shorter  time,  except  as  hereinafter  provided. 

Chap.  LTX^  \\  of  an  act  to  amend  the  usury  laws  of  the  District  of  Coiumbia. 
Approved  April  2a,  1870.     U.  S,  Statutes  at  Large^  vol,  16,  /.  91. 

f  3.  And  be  it  further  enacted^  That,  in  all  contracts  hereafter  to  be 
made,  it  shall  be  lawful  for  the  parties  to  stipulate  or  agree,  in  writing, 
that  the  rate  of  ten  per  cent  per  annum,  or  any  less  sum  of  interest,  shall 
be  taken  and  paid  upon  every  hundred  dollars  of  money  loaned  or  in  any 
manner  due  and  owmg  from  any  person  or  corporation  in  this  District 

/d^.f  a,  ^9f 

Usurious  contract,  ail  of  the  interest  is  forfeited,  the  principal  alone 
recoverable.  id,  \\  3  and  4 

Mr.  Vedant  B.  Edwards^  a  practicing  lawyer,  writes  Aug. 
25,  from  Washington,  as  follows, — 

^^  The  practical  or  business  rate  of  interest  has  always  been  ten 
per  cent,  as  we  could  borrow  from  Baltimore  at  ten  per  cenL** 

IDAHO  TERRITORY. 

Section  X«  Section  ^^^  of  said  act  is  hereby  amended  so  as  to  read  as 
follows : 

§  5.  Parties  may  agree  in  writing  for  the  payment  of  any  rate  of  inter- 
est whatever  on  money  due  or  to  become  due  on  any  contract.  Any 
judgment  rendered  on  such  contract  shall  bear  the  same  rate  of  interest 
that  the  contract  bore  until  satisfied. 

Chap.  VI ly  %\  of  the  act  approved  yanuary  9.  1866,  entitled  **An  act  to  amend 
an  act  entitled  '■An  act  in  relation  to  money  of  account  and  interest. ^"^ 
Sest.  LawSy  p.  135. 

When  there  is  no  express  contract  in  writing  fixing  a  different  rate  of 

interest,  the  legal  rate  iR  ten  per  cent. 

Sec.  4  of  act  approved  January  13,  1S64.  entitled  ^^An  act  in  relation  to  momey 
of  account  and  interest  J^    Sess.  Lawt^  1S63, 1864,  p.  605. 

Mr,  E.  y.  Curtis^  Territorial  Secretary,  writes  under  date  of 
Oct  I,  inst,  that  the, — 

"  Prevailing  rate  of  interest  is  two  per  cent  per  month.** 
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MONTANA  TERRITORY. 

The  legal  rate  i«  ten  per  cent  when  no  rate  18  specified  by  agreement ; 
partiea  can  contract  at  anj  rate  agreed  upon  if  it  is  stipulated  in  writing. 

Laws  oj  Jfonhmat  18651/.  5^. 
There  are  no  laws  against  usur/. 

Governor  £,  JK  Potts^  writes  from  Virginia  City,  under  date 
of  September  9,  ult.,  that, — 

*'  The  average  rate  of  interest  in  Montana  is  from  two  to  three 
per  cent  per  month.  County  warrants  bearing  ten  per  cent  per 
annum  can  be  purchased  here  for  sixty  to  seventy-tive  per  cent 
on  the  dollar,  running  probably  two,  and  not  longer  than  three 
years,  and  are  perfectly  safe  as  an  investment.  Territorial  war- 
rants are  worth  eighty  cents,  drawing  ten  per  cent  per  annum, 
and  payable  in  one,  and  not  more  than  two,  years.  We  have 
had  a  httle  trouble  here  by  a  small  defalcation  of  the  Territorial 
Treasurer,  but  we  have  arranged  the  matter  so  there  will  be  no 
loss  to  any  body." 


NEW  MEXICO  TERRITORY. 
No  information  has  been  received. 

UTAH  TERRITORY. 

{  I.   J?#  //  ewacUd  by  the  Governor  and  Legislativo  Assembly  of  ike  Ter* 

ritory  of  Utakj  That  it  shall  be  lawful  to  take  ten  per  cent  interest  per 

annum,  when  the  amount  of  interest  has  not  been  specified  or  agreed 

upon. 

Stc,  X  cf  Ike  act  approved  fab,  19,  1869,  entitled  **  An  act  in  reiatian  to 
interest.** 

Parties  can  fix  a  conventional  rate  by  agreement,  and  there  are  no 
penalties  for  taking  more  than  ten  per  centum. 

'dt 

Chiefjustice  yames  B»  McKean  writes,  under  date  of  Salt 
Lake  City,  September  7,  ult,  in  reference  to  the  actual  rate  of 
business  interest,  that, — 

*^  One  per  cent  a  month  (twelve  per  cent  a  year)  is  a  common 
rate  of  interest  agreed  upon,  also  the  banks  sometimes  chaise 
and  get  two  per  cent  per  month/' 
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WASHINGTON  TERRITORY. 

Section  i.  Be  it  enacted  by  the  Legislative  Assembly  of  tka 
of  Waskingtony  That  the  legal  rate  of  interest  shall  be  ten  oer  centum 
per  annum. 

§  3.  Any  rate  of  interest  asrreed  upon  by  parties  to  a  contract,  specify- 
ing the  same  in  writing,  shall  be  valid  and  legal. 

Am  act  to  regulaU  the  interest  of  Money,     Waskimgtom  Simtmtos^  iS$4,  /.  3^ 


WYOMING  TERRITORY. 

No  information  has  as  yet  been  received  on  the  subject  of  a 
rate  or  rates  of  interest. 


GREAT  BRITAIN. 
A.  D.  1545. 

The  statute  37th  Henry  VIII  (also  13th  Eliz.)  fixed  the  legal 
rate  of  interest  at  ten  per  cent. 

This  rate  was  the  same  as  in  Genoa,  then  the  great  monetary 
centre. 

Under  the  Commonwealth  (Cromwell),  the  legal  rate  was 
reduced  to  six  per  cent, 

The  statute  of  25  Jac.  I,  cap.  17,  reduced  the  legal  rate  to  eight 
per  cent. 

The  act  12  Charles  II,  cap.  13  (Aug.  27,  A.  D.  1660),  reduced 
the  rate  to  six  per  cent. 

The  act  of  2nd  and  3rd  Victoriae,  cap.  37,  provided  in  its  first 
section  for  exempting  certain  bills  of  exchange  and  promissory 
notes  from  the  laws  relating  to  usury.  The  second  section 
enacted  as  follows : 

Sec  a.  Provided  always,  and  be  it  enacted,  that  nothing  in  this  act 
contained  shall  be  construed  to  enable  any  person  or  persons  to  claim, 
in  any  court  of  law  or  equity,  more  than  five  ^er  cent  interest  on  any 
account  or  on  any  contract  or  engagement,  notwithstanding  they  may  be 
relieved  from  the  penalties  asrainst  usury,  unless  it  shall  appear  to  the 
court  that  any  different  rate  of  interest  was  agreed  to  between  the  parties. 

Statutes  of  Great  Brttam  and  Ireland^  Vol.  AT,  /.S& 
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The  average  rate  of  interest  realized  in  England,  on  invest* 
ments  in  the  public  funds,  is  about  three-and-a-quarter  per  cent. 

Mr.  Samuel  Brown  remarks  as  follows  in  reference  to  the 
investments  of  Life  insurance  companies : 

"  I  have  assumed  three-and-a-half^Jhur  zxidi  fouTMind^'half^ 
because,  practically,  these  afford  about  the  limits  which  prudent 
and  well  organized  companies  obtain  for  their  investments. 
Some  of  the  old  companies j  not  having  yet  considered  tlie  new 
sources  of  investment  which  have  of  late  years  opened  up,  are 
still  only  realizing  three-and-a-half  per  cent  on  the  average  on 
their  whole  funds;  while  others  of  equal  standing  have,  by 
changes  and  by  skill  and  attention  to  this  business,  secured  four- 
and-a-half  per  cent  on  the  whole.  It  will  probably  be  found  that 
four  per  cent  is  very  near  the  average  interest  on  the  capital  of 
all  the  existing  companies,  including  their  productive  and  non- 
productive funds."     ♦     ♦     ♦     ♦     ♦ 

Addms  by  Samuei  Srown^  V.  P,I,A,^  om  the  Imv^aim^Mis  0/ikt  Fknd*  0f 
Assuramct  Companit;    yomrmai  of  tkt  InsiUmU,  vol.  VII^  /.  243. 


The  following  Table  No.  3  digests  the  substance  of  the  laws 
of  the  different  States  and  Territories  of  the  United  States  on 
this  subject : 
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I. 

STANDARD  TABLE  OF  MORTALITY  FOR  THE  STATE 
VALUATION  OF  LIFE  INSURANCE  POLICIES  AND 
ENDOWMENTS 

In  the  May  session  of  the  Convention  there  was  such  an  almost 
entire  harmony  and  unanimity  in  approving  and  recommending 
the  American  Experience  Table  of  Mortality,  that  I  need  not 
reiterate  here  my  well-known  views  that  it  is  the  one  best  adapted 
to  the  actual  state  of  Life  insurance  business  in  tliis  country,  and 
therefore  the  best  one  upon  which  to  secure  uniformity  tlirough- 
out  the  Union. 

It  was  constructed  from  actual  American  Experience,  prin- 
cipally tliat  of  the  Mutual  Life  Insurance  Company  of  New 
York,  and  was  first  tabulated  by  Mr.  Charles  Gill  and  subse- 
quently by  Mr.  Sheppard  Homans,  both  formerly  actuaries  of 
that  company  It  has  been  graduated  and  modulated  with 
admirable  skill  and  tact  by  Mr.  Homans,  with  all  the  aids  of  the 
established  and  standard  tables  of  Europe  and  records  of  mor- 
tality in  this  country ;  and  it  will  remain  long  after  his  death  as 
the  most  perfect  and  honorable  work  which  he  has  matured  and 
given  to  the  world.  The  American  Experience  Table,  even  as 
first  formulated  on  narro]iv  experience  by  professor  Gill,  was  in 
singular  unison  with  that  of  the  Gotha  Life,  the  largest  company 
on  the  continent,  and  as  finally  tabulated  by  Mr.  Homans,  har- 
monizes wonderfully  also  with  the  Actuaries'  New  Experience 
Table  in  Great  Britain ;  which  latter  Table,  according^  to  Mr. 
Samuel  Brawn  (in  a  letter  to  me,  dated  July  19, 1869)  contains,— 

"  The  law  of  mortality  of  assured  lives  in  any  country,  for  I 
cannot  (\i^  says)  imagine  much  difference  would  be  found  in 
selected  lives,  whatever  difference  there  may  be  in  various  classes 
of  the  populations.  We  further  propose  to  publish  a  second 
volume  of  official  tables,"  etc. 

In  the  course  of  five,  ten  or  more  years  it  may  be  advisable  to 
gather  and  tabulate  the  new  and  further  experience  of  the  Amer- 
ican companies  and  combine  the  same  in  a  new  American 
Experience  Table,  which  can  then  be  made  to  cover  a  very  large 


H5 

number  of  lives  and  an  experience  wider  and  more  extensive 
than  any  yet  published  of  actual  insured  lives.  If  such  collected 
facts,  when  tabulated,  require  any  modification  of  the  present 
Table  it  can  then  be  made. 

In  order  to  give  to  the  Convention  the  ready  means  of  comparing 
the  Death-force  at  each  age  of  life  in  this  and  the  other  leading 
Life  Tables,  I  have  prepared  the  following  tabular  comparison 
(See  Table  No.  4,  p.  52),  botli  of  the  percentage  of  mortality 
and  the  number  out  of  which  one  will  die  at  each  age,  according 
to  the  seven  following  leading  standards. 

It  will  readily  be  apprehended  that  the  percentage  Table,  by 
changing  the  decimal  point,  is  applicable  to  a  single  or  any  num- 
ber of  lives  at  the  specified  age.  The  ratio  carried  out  indicates 
the  average  probability  of  dying  during  a  period  equal  to  a  whole 
year;  by  subtracting  the  percentage  from  one  hundred  or  one 
we  obtain  of  course  the  opposite  chance  or  probability  of  sur- 
viving during  the  year,  both  chances  making,  when  added  together, 
one  hundred  or  unity. 

In  that  part  of  the  Table  (No.  4),  which  shows  the  numoer 
out  of  which  one  will  die  during  a  year,  it  is  assumed  that,  at 
the  specified  age,  the  full  number  of  Uves,  or  persons  indicated, 
is  exposed  to  risk  for  an  entire  year,  whether  made  up  of  integers 
alone  or  of  integers  and  fractions. 

Table  No.  5  (see  posf,  pages  58  to  61),  shows  the  first  order  of 
the  dlfiferences  in  the  following  six  Tables : 

(i)  American  Experience  Table. 

(2)  Actuaries  Old  Combined  Experience 

(3)  Actuaries  or  New  Experience. 

(4)  English  Life  Table  No.  3  (males). 

(5)  Carlisle  Table. 

(6)  Deparcieux  (French)  Table. 

The  second  and  third  orders  of  differences  are  also  shown  in 
tlie  American  Experience  and  old  Combined  Experience  Tables. 
(See  pp.  5S  to  6i.) 
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It  Will  readily  be  seen,  from  the  above  orders  of  diflferences,  by 
even  the  casual  observer,  that  the  American  Experience  Table 
will  not  suffer,  in  comparison  with  any  other  of  the  leading 
Tables,  so  far  as  evenness  of  graduation  and  gentleness  of  curve 
is  concerned.  This  merit,  however,  is  not  the  chiefesi  in  a  mor- 
tality  table.  Accuracy  and  fidelity  to  nature  is  its  primal  beauty, 
to  which  all  aitificial  graces  must  inexorably  yield. 

Mr.  David  Chisholm^  the  eminent  Edinburgh  actuary,  wrote  to 
mc  in  August,  1S69,  as  follows : 

"  It  strikes  me  that  the  American  rate  of  mortality  is  not  so  very 
different  from  that  which  is  found  to  obtain  in  this  country  among 
assured  lives  judging  from  certain  results,  though  I  have  not  yet 
had  an  opportunity  of  examining  it  minutely.  But  the  materials 
which  you  have  at  your  disposal,  in  the  registry  of  half  a  million 
of  policies,  so  far  exceeds  anything  which  can  be  brought  together 
in  this  country  to  work  upon  that  I  would  look  forward  with 
considerable  interest  to  the  completion  of  a  mortality  table  based 
upon  such  an  extensive  area.  The  resulting  rates  of  mortality, 
from  the  bare  facts  alone,  would,  I  apprehend,  hardly  require 
graduation,  as  the  average  of  the  lives  at  risk  at  each  age  would 
probably  be  sufHcient  to  maintain  the  natural  progression  in  close 
harmony  witli  tlie  increase  of  age,  and  I  was  much  gratified  to 
observe  from  your  letter  that  you  have  something  of  this  kind  in 
view  when  your  registers  are  complete.  If,  in  a  normal  state  of 
society,  a  reliable  table  from  your  abundant  facts  could  be  got  up, 
such  a  table  would,  I  think,  express  more  satisfactorily  tlie  law 
of  mortality  which  prevails  among  assured  lives  than  any  which 
we  now  p>ossess,  and  could  not  fail  in  being  interesting  to  tlie 
actuaries  of  this  countty. 

**  Graduated  Tables  of  Mortality  do  always^  more  or  iess^ 
disturb  the  natural  complexion  of  a  Life  Table^  and  the  system 
of  graduation  which  least  interferes  witli  tliis  is  much  to  be  pre- 
ferred." 

[The  italics  are  mine.] 

Mr.  Edward  Sang^  of  Edinburgh,  one  of  the  most  scholarly 
and  philosophic  of  the  learned  body  of  Scotch  actuaries,  in 
speaking  oi graduating  or  ^^ smoothing**  Life  Tables,  uses  the 
following  beautiful  language : 

"Now,  it  must  be  clear  to  you  that  if,  instead  of  recording  the 
actual  observations  astronomers  had  been  in  tlie  habit  of  previously 
smoothing  them  down  to  suit  the  supposed  proper  curve,  we  should 
never  have  been  able  to  expiscate  tlie  true  law  of  the  variations^ 


157 

because  the  data  from  which  atone  it  is  to  be  found  would  have 
been  concealed. 

"  It  is  the  same  in  our  business  There  is,  we  must  presume, 
a  fundamental  law  of  life,  accompanying  the  organization  of  the 
human  being ;  but  this  law  is  traversed  by  many  artificial  and 
accidental  conditions ;  just  as  the  disturbing  attraction  of  the 
planets  are  combined  with  that  of  the  sun.  The  disturbances 
caused  by  these  conditions  take  the  appearance  of  unevenness  in 
the  life-line,  and  to  smooth  these  down,  for  the  sake  of  accommo- 
dating them  to  any  preconceived  idea,  is  virtually  to  prevent  our 
learning  any  thing  about  them. 

**  We  can  hardly  overestimate  the  influence  of  circumstances 
upon  the  duration  of  life.  Think  of  the  ravages  of  heimintlis  and 
other  parasites  before  the  discovery  of  fire,  and  when  all  food  was 
eaten  raw ;  consider  the  catarrhs  and  bronchitis,  and  the  nauseous 
skin  diseases,  when  men  wrapped  tliemselves  in  untanned  hides. 
Or,  not  to  go  so  far  back,  remark  the  change  which  has  been 
caused  by  the  discovery  of  vaccination  by  Tenner ;  or  the  immunity 
from  ague  obtained  by  the  use  of  quinme;  from  scurvy  by  that 
of  lime-juice.  Every  improvement  in  life,  every  fluctuating 
fashion  in  dress,  each  new  article  of  food,  each  new  material  for 
clothing,  each  change  in  our  customs,  must  produce  its  effect,  and 
leave  its  impress  on  the  life-line  ;  so  that  the  sinuosities  which  we 
attribute  to  accidents  in  our  observations,  may,  in  truth,  indicate 
the  existence  of  active  influences.  Those  of  the  irregularities 
which  are  due  to  minute  errors  in  observation  will  gradually  be 
compensated,  while  such  as  depend  on  changes  in  the  state  of 
society  will  continue  to  be  represented  in  the  returns  for  succeed- 
ing years ;  and,  hence,  on  all  accounts,  we  must  declare  against 
the  smoothing  down  of  results  obtained  from  trustworthy  data." 

Address  to  ike  Actuarial  Society  of  Edinburgh,  iS68.    Pamphlet,  pp,  i8, 19. 

Further,  on  this  subject  from  Mr.  Sang^ — 

"  It  is  only  by  the  comparison  of  different  sets  of  carefully  made 
observations  that  we  can  ascertain  whether  the  irregularities  have 
been  accidental,  or  whether  they  represent  actual  phenomena  in 
the  progress  in  human  life.  On  this  account,  the  smoothing^  as 
it  is  called,  of  a  Life  Table,  is  always  to  be  deprecated ;  we  can 
only  judge  of  the  propriety  of  the  smoothing,  by  comparison  with 
some  Table  which  we  deem  more  trustworthy,  but  then  we  ought 
to  adopt  that  which  is  more  deserving  of  confidence." 

Treatise    on    the    Valuation   of  Life    Contingencies^    hy    Edward    Sang^ 
F,  R,  S.  £.    Edinburgh,  1S64,//.  4, 5. 

If  we  are  to  abandon  the  field  of  actual  fact  and  observation  for 
the  purpose  of  rounding  or  smoothing  a  curve  by  graduation  (as 
proposed  by  Mr.  Fackler,  see  pp.  179,  180,  Proceedings  of  May 
Session  of  the  Convention),  why  not  return  at  once  to  the  old  but 
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ingenious  hypothesis  of  De  Moivrc^  that  the  probabilities  of 
living  decrease  in  regular  arithmetical  progression  after  9l^  of  i  2 
[^Annuitir^  on  Livcs^  by  A.  De  Moivre^  Prcfacep,  9  and  f.  S3 
Second  Edition^  ^743)  • — or  to  the  theoretical  but  convenient 
Table  of  William  Orchard^  in  which,  after  age  20,  the  decre- 
ments of  life  are  one  annually  up  to  age  80,  when  the  decrease  is 
raised  to  five  yearly  until  the  full  complement  of  life  is  entirely 
exhausted  at  age  95  (  Orchard* s  Assurance  Premiums^  1S56,  fp, 
8,  20  and 21)  ; — or  to  the  more  philosophic  Table  of  "  Mean  Mor- 
tality/' by  T.  J^.  Edmonds^  based  upon  the  principle  that  human 
life  covers  tliree  distinct  orders  of  geometric  progression  in  "  force 
of  mortality/*  indicated  by  Infancy,  Manhood  (or  florescense)  and 
Old  Age,  during  which  the  continuous  changes  in  the  force  of 
mortality  are  indicated  by  three  diflcrent  constants,  that  for  infancy 
indicating  a  continual  diminution  of  death-force,  those  for  manhood 
and  old  age  indicating  a  continued  but  different  increase  in  the 
force  of  mortality  {^Life  Tables  by  7T  7?.  Edmonds^  2?.  ^.,  1832, 
p.  6)  ;— or,  to  tlie  new  formula  of  Mr.  Edmonds,  according  to 
which  ^^  tlierc  is  one  law  of  decrease  of  mortality  at  ail  ages  after 
puberty;  in  either  case  the  rate  of  mortality  varies  inversely 
according  to  constant  power  of  the  age  measured  from  a  fixed 
point,  in  the  period  below  puberty,  the  fixed  point  is  at  2 X  3'ears 
or  27  months  before  birth-time,  in  the  period  above  puberty,  the 
fixed  point  is  at  the  age  of  102  years,  from  which  point  distance 
in  age  is  measured  backward ;  the  constant  power  or  exponent 
of  the  age  is  2,302585  =»-^~=«  the  hyperbolic  logarithim  of  10 : 
according  to  the  new  formula,  the  force  of  mortality,  according  to 
age,  from  a  constant  point,  is  expressed  in  the  same  terms  as  tlie 
force  of  gravity,  according  to  space  or  distance  from  a  central 
point ;  if  the  variable  in  space  or  age  be  called  (at)  then  tlie  force 
in  cither  case  will  be  --^  ;  the  only  difference  in  the  two  cases  is, 
that  in  gravity  «  =«  2,  while  in  mortality  a  «-  2,302585  **  (^Letter 
of  T.  7?.  Edmonds  to  mc^  dated  October  6,  1868)  ;— or  to  the 
"  Uniform  Law  of  Mortality,  from  birth  to  extreme  old  age,"  as 
elucidated  by  Benjamin  Gomperiz^  with  great  erudition   in  a 
Paper  read  before  the  International  Statistical  Congress  at  its 
fourth  session,  and  in  a  Paper  read  before  the  Royal  Society, 
June  20,  1 86 1. 

The  British  Actuaries  have  never  been  united  on  the  old  Actu- 
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sries'  or  Combined  Experience  Table  as  the  best  representation 
of  the  Mortality  of  insured  lives  in  Great  Britain. 

The  following  is  die  opinion  of  Mr.  F.  G.  P.  Neison  {se^ 
Contributions  to  Vital  Statistics^  Preface^  fp.  ix,  x)  : 

"  There  is,  likewise,  the  Table  usually  denominated  the  *  Ex- 
perience Table,'  deduced  from  the  recorded  observations  of  fifteen 
Life  offices,  in  addition  to  those  of  Equitable  and  Amicable 
Societies,  already  mentioned,  reported  on  by  the  committee  of 
actuaries  appointed  in  the  year  1S39.  In  these  observations,  like 
diose  deduced  from  the  Amicable  and  Equitable  Life  Offices,  the 
principal  portion  of  the  data  has  no  reference  to  recent  years ; 
out  there  is  a  much  more  serious  objection  to  be  brought  against 
the  results  given  in  the  '  Experience  Table.'  From  tlie  indispo- 
sition evinced  by  the  contributing  offices  to  let  their  individual 
experience  be  known,  even  to  tlie  members  of  the  committee  to 
whom  the  inquiry  was  intrusted,  it  became  necessary  that  the 
different  schedules  should  be  submitted  in  an  anonymous  form  ; 
all  were  given  with  blank  headings,  and  so  completely  mixed  up 
together  that  it  was  impossible,  afterward,  to  determine  from 
what  office  any  particular  schedule  came. 

"This  arrangement  prevented  the  investigation  being  any  otlier 
than  one  confined  to  policies  issued  by  those  offices,  and  not  an 
estimate  of  the  mortality  among  a  certain  number  of  lives. 

*'  To  those,  therefore,  of  even  limited  experience,  it  must  be 
obvious  that  the  results  are  thereby  deprived  of  all  value,  as  indi- 
cating the  rate  of  mortality  among  the  offices  contiibuting  the 
facts. 

"Nothing  is  more  notorious  than  tlie  frequency  with  which  the 
same  life  is  assured  in  duplicate  and  triplicate,  not  only  in  the 
same  office,  but  in  several  offices,  and  it  ofterr  happens  that  on 
the  same  life  there  has,  at  one  time  or  another,  been  issued  as 
many  as  from  twenty  to  fifty  policies  in  the  different  offices  con- 
jointly. 

**  To  take  an  extreme  example,  in  order  to  show  the  nature  of 
the  principle  and  its  effect  in  vitiating  the  truth  of  any  results 
derived  from  a  calculation  founded  on  the  number  of  policies,  and 
not  upon  the  number  of  lives : 

"  It  is  well  known,  in  most  of  the  assurance  offices,  that  a 
distinguished  personage  was  so  fully  assured  in  the  life  offices  in 
this  kingdom  that  it  was  impossible  to  obtain  any  further  policies 
on  his  life  from  assurance  companies,  and  it  has  been  said  that 
recourse  was  had  to  Lloyd's  to  have  the  life  underwritten  there. 
The  policies  existing  upon  this  life  at  one  time,  it  has  been  con- 
sidered, could  not  be  less  than  three  or  four  hundred.  It  is  hence 
evident  that  a  death  taking  place  under  such  circumstances 
would,  in  the  result  of  such  inquiry,  appear  as  three  or  four 
hundred  deaths,  while,  in  fact,  only  one  had  happened. 
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"  In  like  manner,  the  fact  of  the  life  still  surviving  would  pro- 
duce the  anomalous  result  of  there  being  i,ooo  or  2,000  years  of 
risk  depending  upon  the  duration  of  these  policies  without  any 
recorded  death. 

"  It  is  therefore  clear,  that  unless  the  principle  of  repeated 
policies  on  tlie  same  life  was  uniform  as  to  numbers,  and  very 
generally  characteristic  of  all  the  assurances  cifccted,  that  com- 
pensation errors  could  not  be  expected  to  take  place  sufficient  to 
render  the  results  even  a  near  approximation  to  the  truth. 

**  So  far,  therefore,  we  are  yet  without  any  satisfactory  data, 
derived  directly  from  the  life  oflSces  of  this  country,  which  can 
be  relied  on  as  indicating  the  rate  of  mortality  among  tlie  assured 
classes  in  recent  years." 

Mr.  Alexander  Glen  Fitdaison^  Actuary  of  the  National  Debt 
in  Great  Britain,  says,  in  his  Report  on  the  Mortality  of  the 
Government  Life  Annuitants  (ist  of  August,  1S60)  : 

"  As  regards  assured  life^  there  only  remains  for  notice  one 
more  table,  viz..  No.  11,  the  Experience  of  the  seventeen  Life 
assurance  offices.  The  Tables  in  question  are  open  to  the  objec- 
tion, which  may  almost  be  termed  fatal,  that  they  are  based  on 
the  expeiience  of  policies,  not  lives.  (Number  admitted,  18,282  ; 
living  at  close,  6,124;  discontinued,  7,372  ;  died,  4,786.)  Now, 
as  very  many  persons  are  insured  in  half  a  dozen  offices  at  once, 
they  count,  when  young,  and  the  mortality  is  light,  for  half-a- 
dozen  lives  under  this  arrangement ;  but  in  old  age,  when  men 
are  lew,  these  same  persons  reckon  for  half-a-dozen  deaths  in 
tlieir  lives  falling." 

Finlai*<m*9  Report^  1S60,  /.  47. 

Mr.  yohn  Finlaison^  who  was  for  more  than  diirty  j-ears 
Actuary  to  the  Commissioners  of  the  Public  Debt,  says,  in  regard 
to  the  old  Experience  Table : 

'^  In  that  Table  I  myself  count  for  six,  and  when  I  die  I  shall 
count  for  six  deaths.  A  Table  so  constructed  cannot  be  depended 
upon  for  Life  insurance  purposes." 

Set  his  tfxtimony  hefor*  ike  Seled  CommitU*  om  Assmrmme^  Auoctatimu  #/ 
iSS3  Report,  p.  t^ 

Mr.  David  Chisholm  speaking  of  his  Tables  says : 

"They  have  been  computed  on  the  Carlisle  basis,  as  being 
understood  to  be  that  most  generally  used  by  the  Assurance  offices. 
And,  although  this  basis  has  been  held  by  some  Actuaries  not 
only  to  be  limited  in  extent,  but  somewhat  imperfect  in  arrange- 
ment, there  is  reason  to  believe,  nevertheless,  that  in  its  general 
features  the  Carlisle  Table  gives  a  sufficiently  accurate  represent- 
ation of  the  law  prevailing  among  the  majority  of  associations  for 
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Life  assurance,  and  that  the  corrections  which  future  experience 
may  show  to  be  necessary  will  not  be  of  a  very  important  de^ 
cription." 

Mr.  William  Spens^  an  able  actuary,  speaks  of  the  old  Experi- 
ence Table  as  follows : 

"  I  still  continue  to  think  that  the  arrannjement  of  the  *  Experi- 
ence* data  by  policies  instead  of  persons  is  very  detrimental  to 
their  value  and  authority,  especially  when  such  points  as  the 
present  are  involved  (the  rate  of  mortality  among  select  lives). 
The  general  deductions  of  expectation  of  life  may  not  be  seriously 
affected ;  but  for  any  separate  age,  or  for  any  isolated  question 
like  this,  I  fear  that  this  mode  of  arrangement  has  rendered  them 
almost  valueless.  I  formerly  noticed  an  instance  of  probable 
great  error  in  consequence  of  this  among  the  Irish  male  lives, 
when  there  are  represented  to  be  thirteen  deaths  at  age  forty  in 
the  first  calendar  year  after  entry  among  347  lives  at  entry.  I  may 
notice  another  instance  among  the  same  lives  at  age  sixty-two, 
from  tlie  year  after  entry,  when  nine  deaths  are  represented.  I 
am  informed  from  a  source  which  leaves  no  doubtof  the  accuracy 
of  the  statement,  that  out  of  these  nine  there  were  at  least  six  on 
the  same  life. 

**  From  what  has  been  said  above,  and  from  casual  obsen-ation 
of  other  mortality,  having  so  much  doubt  of  the  'Experience' 
data,  I  thought  it  desirable  to  test  the  value  of  the  Experience  in 
reference  to  the  mortality,  during  the  first  year  of  selection,  by 
the  collection  of  data  from  other  experience  ;  and  tlie  result  has 
convinced  mc  that  what  has  been  said  above  cannot  altogether 
account  for  the  very  great  difference  that  is  shown,  and  that, 
whether  from  the  examination  of  the  lives  having  been  less  care- 
fully attended  to,  or  whether  from  any  other  cause,  the  '  Experi- 
ence'lives  do  not  afford  data  for  determining  questions  on  tlie 
value  of  select  lives." 

See  Assurance  Magasiuey  youmal  of  the  iHsiititte,  Vol,  4.  /.  s. 

Mr.  Samuel  Brown^  the  leading  actuary  in  England,  a  man 
of  great  soundness  and  discretion  of  judgment,  remarks  (in  a 
paper  read  before  the  Institute  in  March,  1S54,)  ^^  follows: 

"It  may  be  gathered  from  the  introduction  to  the  tables  exhib- 
iting the  law  of  mortality,  deduced  from  the  combined  experience 
of  seventeen  Life  assurance  offices,  printed  in  1S43,  that  not  only 
was  the  task  to  each  contributing  company  one  of  great  labor 
and  difficulty,  but  that  the  method  of  registering  entries  and  ages 
was  so  different,  that  some  of  the  retin*ns,  af\er  the  time  and  toil 
expended,  were  quite  useless  tor  the  purpose  required^  notwitli- 
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*iitanding  the\iVi.ningne8s  of  the  managers  to  eomfnunicato  their 
experience,  and  the  value  of  the  information  asked  for.  The 
former  we  may  gather  from  the  length  of  time  the  investigation 
occupied  ;  for  the  circular  with  the  forms  was  dated,  as  sent  out 
on  the  25th  September,  1838,  and  the  committee  remark  '  that 
the  whole  of  the  returns  were  not  received  from  the  contributing 
offices  until  after  the  middle  of  the  year  1841,  and  that  the 
diversified  classification  of  the  assurances  has  added  much  to  the 
complicity  of  the  operations.'  In  another  part  they  state  that 
*  it  was  found  impracticable  to  combine  the  facts  contained  in  the 
whole  of  the  returns,  so  as  to  show  the  exact  number  that  died, 
and  were  discontinued,  and  existing  at  each  age,  as  some  of  the 
returns  were  made  up  giving  the  current  age,  and  otliers  the 
complete  age,  at  entering ;  and  the  number  existing  in  some 
returns  had  been  exposed  to  the  risk  of  mortality  for  a  whole 
year,  and  in  others  to  no  part  of  it.'  " 

yamrmai  iMsiUuU,  Vol.  4,  /.  aS^. 

Mr.  William  Tlios*  TJiomson^  one  of  the  most  eminent  of  the 
Scottish  actuaries,  says  that, — 

^'  So  many  actuaries  acknowledge  the  soundness  of  that  basis 
(the  Carlisle  observations)  for  Life  assurance  and  annuity  calcu- 
lations, tliat  I  look  forward  to  tlie  day  when  the  Carlisle  tables 
will  be  admitted  as  sufficiently  accurate  to  justify  their  general 
adoption.  *  *  Since,  therefore,  the  Carlisle  tables  have  been 
proved,  by  all  recent  observations,  to  be  near  the  truth — as  near 
AS  will  ever  probably  be  attained — it  appears  to  me  not  unreason- 
able, considering  the  immense  labor  which  has  been  bestowed  on 
calculations  proceeding  on  that  basis,  to  expect  that  at  no  distant 
period  its  adoption  will  be  general." 

Actuarial  Tabids  cf  iT.  T,  Thomp$am^  p.  ill. 

'Dr.  William  Farr^  the  world-renovmed  statistician  and 
economist,  urges  an  objection  to  the  use  of  this  table  (Combined 
Experience)  for  the  purpose  of  determining  the  premiums  or 
valuing  the  assets  and  liabilities  of  assurance  offices,  on  the 
ground  that  as  tlie  average  term  over  which  its  observations 
extends  is  only  eight-and-a-half  years,  it  considerably  understates 
the  mortality  which  it  is  probable  will  prevail  in  insurance 
societies  when  they  have  attained  maturity' ;  also  adding  tliat  the 
mortality  at  the  advanced  and  most  important  ages,  by  the  Car- 
lisle table,  is  lower  than  that  which  has  already  been  experienced 
among  assured  lives  and  is  indicated  by  this  table.     He  adds : 
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"  In  the  course  of  a  century  or  half  a  century,  from  the  observa- 
tions on  a  great  number  of  assured  lives,  a  Table  can  be  con- 
structed which  will  be  a  most  valuable  contribution  to  statistical 
science,  and  enable  competent  men  to  decide  whether  a  Table  of 
the  mortality  prevailing  among  the  insured  lives  during  the  nine- 
teenth century,  is  more  likely  to  express  the  mortality  of  the  per- 
sons who  insure  their  lives  in  the  twentieth  century,  than  a  Life 
Table  deduced  from  the  living,  and  from  the  deaths  in  the  popula- 
tion of  that  day." 

Watford's  Insurance  Quids  and  Hand-Book^  /.  173. 

One  improvement  in  the  American  Experience  Table  I  beg 
leave  to  suggest  to  the  Convention  for  its  consideration.  A 
committee  should  be  appointed  for  the  purpose  of  collecting  the 
data^and  reporting,  at  a  future  session  of  the  Convention,  suitable 
numbers  of  the  living  and  dying,  from  age  o  to  9,  inclusive,  as 
exigences  in  the  business  are  now  occurring  for  their  practical 
use. 
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AN  UNIFORM  RATE  OF  COMPOUND  INTEREST 
FOR  Sl'ATE  VALUATIONS  OF  LIFE  AND 
ENDOWMENT    POLICIES 

I  have  already  shown  and  tabulated  the  minimum  and  maxi- 
mum and  actual  business  rates  of  interest  for  each  State  in  the 
Union.  It  now  remains  only  to  give  the  actual  rate  of  interest 
whi^h  American  Life  insurance  companies  receive  on  their 
investments,  as  indicated  by  the  touchstone  of  their  financial 
experience ;  which  I  have  done  for  twenty  companies,  and  to  the 
full  extent  which  time  and  circumstances  allowed.  {^See  Tables 
Nos,  6  to  26,  inclusive.) 

TABLE  No.  6. 
American  Popular  Life  Insurance  Company^  N*  Tl 


YEAR. 

Average  Assets. 

Interest  received. 

Percentage. 

YEAR. 

Iqo7  ....    ■  • . 

X869 !...'.!!! 
1870 

Total  and  Av. 

$184,931  79 
246,260  50 

292.275  94 

337.174  66 

y 

$8,364  32 

8,473  28 
10,906  39 

14.434  28 

4523 
3441 
3732 
4.281 

1869 
1870 

$1,060,642  89 

$42,178  27 

3-979 

Average  by 

years  (x  vears^ ...   •.■•.••...•••.. 

3-994 

TABLE  No.  7. 
Continental  Life  Insurance  Company  (^New  Tork). 


YEAR. 

Average  Assets. 

Interest  received. 

YEAR. 

X869 !...!!.'. 
1870 

Total  and  av. 

$601,002  79 

148,668  00 

3.793.640  67 

4,002,669  05 

$24,804  03 
54.107  67 

103.942  39 
125,289  38 

4.127 

3-659 
4.079 

3»3o 

1S69 
1870 

$7,545,980  51 

$308,143  47 

4.084 

Average  by 

vears  (a.  vears^ .........  .......... 

3.749 

J'^***  •    ^^   jr^Kt  0^  ...  ......    .....a.... 

i<S 


TABLE  No.  8, 
BquitM^  Life  Assurance  Society  of  the  United  States j  N,  T. 


YSAR. 

Average  Aa&ets. 

Interest  received. 

Percentage. 

YEAR. 

i860 

1861 

i     1862  

1     1863 

X864 

I1JO5  •  •  •  ■  •    ■  • 

x866 

1867 

x868 

1869 

1870 

Total  and  av. 

$139  860  02 
X86.626  88 

267.324  49 

454-363   19 
805,047  44 

1.305,952  66 
2,332,156  12 
4,101,605  72 
6,423,250  08 
9.«»5,9.S0  72 
11,873.424  50 

$5,523  64 
8,097  50 

I2,X^X    x6 

17,46c   95 

37t476  61 

70,922  70 

102,309  84 

183,274  40 
360,960  85 

•499,097  58 
681,620  54 

3-949 
4.338 
4541 
3843 
4-655 
5-430 

4*468 
5.6x9 

5-475 
5-740 

xS6o 
xS6i 
iS6i 
1863 
1864 
1865 
1866 
X867 
x86S 
1S69 
1S70 

$37,005,561  82 

$x, 978,886  77 

5-349 

Av^rflcr^  hv  v*o«.a  fit  v^a^fi^ .... 

4.767 

^r^vwXAKw    VT 

j^,»Mm    y    j^^^my    - 

TABLE  No.  9. 
Guardian  Mutual  Life  Insurance  Company  * 


YEAR. 

Average  Assets. 

Interest  received. 

Percentage. 

YEAR. 

igro 

$1x4.908  03 

129.816  06 

X  20,834  16 

126,693  26 

172,350  53 
273,04x  80 

424.817  65 
627,115  89 
889,460  16 

1,262.388  99 
1,764,008  91 
2,161,216  37 

$2,525  59 
8,848  00 

4'6io  59 

7,799  47 

8,703  35 

24,605  96 

25,492  00 
4i,84x  92 

47*765  14 
58,111  23 
64.103  06 
64,209  84 

2.198 
6.816 

3-815 
6.156 

5052 

9.012 

6.001 

6.672 

5-370 
4.603 

3.634 
2.971 

1S59 
i860 

1861 

X862 

1863 

1864 

186^ 

1866 

X867 

xS6d 

1869 

1870 

**'.iy ••• 

1860 

1861 

1862 

1863 

1864 

186c 

'N^^.T     ....   ..•   .. 

1866 

1867 

1868 

x86o 

1870 

Total  and  av. 

$8,066,551  81 

$358,616  15 

4.446 

Average  bj  jears  (12  jears) 

5.191 

l«« 


TABLE  No.  lo. 
Knickerbocker  Life  Insurance  Company. 


*  Including^  interest  accmed. 


YBAR. 

ATeraiee  Assets. 

Interest  receired. 

Perceatsge. 

VSAR. 

fScj.  ...•••••• 

$134,111  43 
145.666  84 
160,167  09 
170.190  49 
193.825  6S 

221,184  73 
248,268  03 
267,9)4  96 
282,088  ^2 
343,002  87 

470.935  6:; 

700,635  33 
1,211,819  53 
2,305.101  88 
4»  105,578  48 

51925*934  36 
7,038,312  33 

$5»755  " 
9*258  38 

9  431  79 
16,611  79 

16,932  98 

20,109  96 

15.847  81 
14,037  68 
16,964  15 
25.656  68 
30.013  99 
36.831  71 
61,608  75 

111*575  58 
246,221  38 

439.61Q  93 
351.678  78 

4.290 

^•355 

5-8^ 

9-83* 
a52* 

9.05» 

6.33 

5-35 
6.02 

7.48 
6.38 
5.26 
509 
4.84 
5-99 
742 

4-99 

1854 

1855 
1856 

1857 
1858 

1859 
1S60 

1861 

1862 

1S63 

1S64 

1S65 
1866 
1S67 
iS63 
1869 
1870 

*^54 

iScc ••  •• 

*^55 

iSr6 

* O^ V  •••• ••••• 

iStT 

iScS 

iSto 

iS6o 

1861 

I0O2  •••••   ••• 

iS6t 

1  ,JU^    •••••••   •• 

iS6i 

tS6; 

iS67 

iS6S 

1S60 

iSto 

Total  and  av. 

$23,938,808  53 

$1,428,156  45 

5.966 

A-Vera***  bv  v#»«rft  (it  v#»arc^  .._-^ 

6.414 

j^"'"  \-#  j^^-"/ 

TABLE  No.  14. 
Security  Life  Insurance  and  Annuity  Company^  iVI  TT. 


YEAR. 

Average  Assets. 

Interest  received. 

Percentase. 

YBAR. 

iSil 

$141,474  93 
204,962  00 

337.429  49 
591.^*2  93 

i.o2i,89f  40 

1.570.479  90 
2,119,461  47 

2,674,643  33 

$10,817  80 
17.063  02 
1S.811  98 

33>698  47 

45.774  21 

64,216  60 

88,231  03 

109.752  69 

7-647 
8.325 

5-.'>76 
5699 
4.675 
4.089 

4163 
4.104 

iS6e 
1S64 
1955 
1S66 
1S67 

i968 
1869 
1870 

iSTu 

iS6c 

1S66 

1S67 

iS63 

iS6t 

1S70 

Total  and  av. 

$3,661,557  49 

$388,365  79 

4-472 

Averag^e  bj 

vesirs  rS  vears^  ••••••«•••••••••«•• 

5-534 

i6f 


TABLE  No.  II. 
Afanhaiian  Life  lusurance  Company. 


YKAR. 

Avermg«  Aucts. 

Interest  received. 

Percentagne. 

YEAR. 

iftca 

$167,122  21 

200,604  47 

213,539  26 
351,649  18 

439,550  81 
552,522  11 

657-597  o« 

789,846  41 

96»,647  43 
1,090,723  80 
1,216,250  05 
5,402,063  56 

1,718,955  4*^ 
2,278,157  27 

3,042,408  30 

3,929,097  68 
4,865,455  09 
5,816,435  01 
6,609,322  89 

$2,321   79 
5,001  46 

15,234  52 
233^9  .S6 
29.9  o  85 
36,298  70 
41,706  77 

47»3''i  37 
52,406  03 

63,17^  34 
89,258  49 
93,195  90 
"3.895  11 
136,800  52 
190,016  74 
242,268  91 
308,227  26 

366,737  61 
392,379  32 

1383 
2.443 

7- 134 
6.637 

6.579 
6.569 

6.:57 

5996 

5-4J' 

5-793 

73:  ) 
6.647 

6.^25 

6.005 

6.-46 

6.166 

6.107 

6306 

5-937 

l8?3 

'853 

1S54 
18 -,5 

1856 
1S57 

i8;8 
i8;9 
1S60 
1861 
1862 
1S63 
1 86+ 
1865 
1865 
1867 
iS63 
1869 
1S70 

x%9^*   ••••••••• 

f8c2 

*°M •••• 

iRcA 

***5^ 

igcr 

1856 

l8c7    ..••••••• 

xSi  ......... 

1 0^0    •••....•. 

iSCQ 

•*».S9  •••• 

1S60 

•861 

1862 

i86t 

1 OU  J     ••••••••• 

i86j. 

t86c 

1866 

1867 

18A8 

i860 

iSvo 

Total  and  av. 

$36,303,047  93 

$2,249,551  27 

6.196 

5-8S0 

^«....  \*:r  j^'^"/  - 

TABLE  No.  16. 
Universal  Life  Insurance  Company ^  N.  T. 


YKAR. 

Airerftge  Aescts. 

Interest  received. 

Percentage. 

YEAR. 

186c 

$221,680  20 

278,694  36 

349,49?  9' 
459.866  23 

665.314  80 
823,736  36 

$12,462  50 
17.271   20 
20,153  61 
21,5   6  97 
22,948  27 

39-334  42 

5-621* 
6.199 

5-767 
4596 
3449 

4-775 

1S6? 
1866 
1867 
186S 
1869 
1S70 

1  ou •»  ..•••  ..•• 
i<i66 

1867 

186S 

1S69 

1870 

Total  and  av. 

1 

$2,798,791  86 

$133306  97             4-764 

Average  b 

y  years  (6  years) . 

5.C68 

*  For  eleven  months. 


i6a 


TABLE  No.  12. 
Mutual  Life  Insurance  Company  of  New  Tork, 


YEAR. 

Avenge  AseeU. 

Interest  received. 

Percentage. 

YRAR. 

1851 

1852 

1853 

1854 

1855 

1856 

i8;7 

1858    

x8^9 

1S60 

1S61 

1862 

1863 

1S64 

1865 

1866  •  •  •  •   •  •  • 

1867 

1S68 

1869 

1870  • .  • » •  •  • . 

Total  and  av. 

$1,506,251  27 
1,820.151  05 
2.302,218  on 
2,^*96.689  58 

3.014.055  9^ 
3.482.990  02 

4. "37.994  87 
4,924.412  25 
5,360,780  52 
o.73v7.S3  08 

7.649- 479  79 
8,618,073  95 

9*893. 163  16 
11,528,706  79 

i3»392,4o8  09 

16.417,029  53 
21,24^,282  76 
27,506,189  14 
34,298,244  j6 
41,022,549  69 

$86,417  63 

154.616  34 

17^513  44 
185,756  9» 
250.170  59 

277.488  71 
298,394  06 

361,110  II 

410,441  50 
481,943  02 

552.642  59 

53 '893  93, 
652,976  82 

645.936  98, 
879.211  40 

668,438  09, 

902,158  07 

994-008  59 

1.334-566  78 

1,769,693  76 

2,196.339  86 
2,477.772  68 

6.615 

6.360 
6.163 
6.9SO 

6.060 
6.736 
6.093 
6.300 
6.412 

5376^ 
6.590 

5602 

7.627 

4.99I, 

0.735 
6.054 

6.282 

6.434 
6.403 
6.040 

1851 
1852 

1853 
1854 

1856 

1857 
1858 

1859 
i860 

1861 

1862 

1S63 
1864 

1S65 

1866 
1867 
1S6S 
1869 
1870 

$225,532,272  96 

$14,417,222  86 

6.392 

AvCmsre  \syr  v^ars  ^To  v^ars^ ........ .. 

6.490 

V    ^^— --     ^-y^~  — . --/- 

' 

*  including  prrmium  on  goi4. 
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TABLE  No.  13. 
New  Tork  Life  Insurance  Company. 


YEAR. 

Average  Assets. 

Interest  recelred. 

Percentage. 

YEAR. 

1852 

^^;.^  ?1 

$26,398  88 

4.828 

1852 

1853 

33025  24 

4956 

1853 

1854 

779^784  63 

28,859  52 

3700 

'854 

1855 

961,361  69 

36,369  " 

3783 

^l^ 

1856 

1,125,277   12 

59,299  96 

5.269 

1856 

1857 

i»297»255  93 

83,857  G± 
78.173  26 

6.464 

^IH 

1858 

i»499'433  90 
1,681,517  40 

1,877,830  56 

2,051,646  61 

5-223 

1858 

1859 

9'»5»7  71 

5442 

1S59 

i8'o 

1x2,266  14 

5978 

iseo 

1861 

io7'«5.S  03 

5-222 

1861 

1862 

2*353-699  41 

i34'7»3  41 

5723 

1S62 

1863 

2,649,150  02 

136,851  73 

5-165 

1S63 

1864 

3,223,372  6x 

252,617  72* 

7837 

1864 

1865 

4-379  763  77 
6,013,770  65 

8,084,423  08 

10,080,288  25 

26a  424  29* 

5.946 

1865 

1866 

342,659  20» 

5.697 

1S66 

1868'.!'/.!! 

487.339  94* 
606,988  64* 

6.081 
6.020 

1867 
1868 

1369 

12,212.873  61 

7*8,355  44* 
816,489  49 

5.881 

1869 

1870 

Avera^ .  • 

14.643  072  93 

5-575 

1870 

$76,129,503  80 

$4»4»3»362  36 

5798 

Avera{ 

fe  by  years  (19  yei 

■  rt) 

5.515 

*»•/  •••••••••••••• 

*  Including  premium  on  gold. 


TABLE  No.  15. 
United  States  Life  Insurance   Company, 


YEARS. 

Avermge  Aucta. 

Interest  received. 

Percentage. 

YEAR. 

1852 

$160,307  81 

$10,004  7c 
13.188  48 

6.241 

185a 

1853 

192-137  57 

6.864 

1853 

'      1854 

222.44S  20 

14.790  38 
15,890  00 

6.649 

1854 

1855 

260,908  iS 

6.090 

'555     i 

1856 

312,227  91 

18,036  17 

iS 

1856    ' 

1857 

380.004  14 
458,887  40 

32,223  91 

'5^7 

1858 

26,671  07 

5-812 

1858 

1859 

536  977  93 

31.727  27 

5909 

'2|9 

i860 

639  073  54 

37,007  40 

^•Z^i 

5.828 

i860 

1861 

754-711  93 
842,004  7j 

971.876  48 

43  979  14 

1861 

1862 

50,055  30 

5-943 

1862 

1863 

62,013  90 

6.381 

1863 

1864 

1.343.865  45 

93»8i7  59 

7-543 

1S64 

1865 

1.4S4-873  68 

114,440  41 

7.707 

1865 

iS66 

1,807,702  05 

119.563  21 

6614 

1866 

1S67 

2.238,247  26 

114.807  15 

5-139 

1867 

1868 

2,693.220  60 
3-135-087  x8 

155-577  95 

.5-777 

i860 

1869 

191. n6  55 

6.096 

1S69 

1870 

Total  &av. 

3,520,424  03 

222,170  30 

6.31 1 

1870 

$21,855,886  19 

$1,357  »oSo  93 

6.209 

Ayera^ 

l^c  by  years  (19  yet 

Lrs^ •••••••••••••• 

6.226 

TABLE  No.  18, 
Charter  Oak  Life  Insurance  Company* 


YEAR. 

ATcragc  Asscta. 

Interest  receired. 

Percentage. 

YEAR,   j 

1 

1864 

1865 

i866 

1     1867 • • - •  ••  •  • 

1868 

1869 

1870 

$802,801  55 
1,215.308  83 
1,981.225  51 
3,069,565  23 
4,380,879  77 

6,155.635  89 
7,768,691   18 

$49,668  81 
66,521  70 
90.370  93 

140.484  19 

334.309   15 
332,281   46 

471,722  72 

6.187 

5-474 
4-556 
4-576 
5-121 

5-391 
6.072 

1864 

1865 

1S66 

1867 

1868 

1S69     k 

1870 

$35,374*107  96 

$i.375»358  96 

5-419 

Ayerage  by  years  (7  years) 

5-339 
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TABLE  No.  19. 
Qmneeticut  Mutual  Life  Insurance  Company* 


TABLE  No.  24, 
Phosnix  Life  Insurance  Company^ 


YEAR. 

Areroife  Asseta. 

Interest  received. 

Peroeatage. 

YEAR. 

1854 

1855 

1S56 

1857 

1S58 

1859 

igOo 

1861 

1862 

1863 

1S64 

1865 

1866 

1867.   

it68 

1869 

1070  ••*••■•» 

Total  and  av. 

$2,184,256  12 
2,213,683  24 

2,373»i34  72 
2,5.59.785  44 
2»8i3.739  57 
3»»47'797  32 
3i537»35i  17 
4.028,080  89 

4'595.552  33 

5-399'79«  xo 
6,817,254  27 

8,804,573  17 
11,597,403  68 

x5.492.653  42 

20,168.703  08 

25,117,428  27 

29,241,218  14 

$126,986  37 

144.553  45 

156,987   13 

134-675  44 
182,097  63 

301.303  39 

330,227  50 

254,246  67 

305-382  64 

566,618  45 

649.297  56 

526.989  06 

722.067  68 

897.201  00 

1,179,264  89 

1,456,669  70 

1,789,669  83 

5-813 
6529 
6.610 

5-261 

6.470 
6.390 
6.507 
6.311 

6.645 
&641 

9525 

6.226 

5-784 
5-895 
5-799 
6.140 

1854 
X855 
1856 

i8s7 
i8s8 

1859 
i860 

iS6£ 
1862 
1863 
1864 
1865 
1866 
1867 
1868 
1869 
1870 

$150,092,403  83 

$9,424,237  28 

6.278 

AwfirAflTf*  tsv  th«*  i>^At*  ( t*t  v^ora^ 

I,,,,,, ,,, 

6.518 

«»«vAabgw    y*j 

M.W    J  ^m^M       \  •  /      ^  '.'«-  «> 

YSAft. 

Average  Assets. 

Interest  received. 

Percentage. 

YEAR. 

1864 

1005  •  •  •  •  •    •  • 

1866 

1867 

1S6S 

1869 

1870 

Total  and  aT. 

$4x3- X74  55 

645-819  94 
1,092,446  85 

X, 749- 976  64 
2.8^7,202  14 

4,289,186  76 
5.502,437  84 

$30,430  78 
46.289  25 

83.135   40 
1 19*837  82 
187.660   19 
269.191  86 
311,111   91 

7365 
7.168 
7.610 
6.848 
6.568 
6.0C6 

5654 

Illllll 

$16,550,244  72 

$x,038,657  21 

6.274 

A  vAi*fl  OTA  hw  v^avA  tf  v»ni*a\  ...^ ... 

6.754 

./XVCiR|{C  If 

J    ^w«..«    v/    ^^—-/    - 
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TABLE  No.  20. 
Mcusachusetts  Mutual  Life  Insurance  Company, 


YEAR. 

Aren^  AswU.          Interest  received.        Percentage. 

YEAR. 

tSC*f    ......   .a. 

$f«79.«YW.  01                       <(ii  nri  r\A 

i-».«J9 
1.269 

1.652 

1.782 

2.889 

6.429 
3937 
5-042 

3441 
8.024 

4.816 

5246 
6.019 

5-58^ 

1857 
1858 

1859    ' 
1S60 

**>5/ 

1858 

212.9&I    83 

264,663  47 

339,463  63 

410.353  47 
475-955  33 
593855  6j 
793727  03 
1,099,596  06 

1,384,000  II 
1,669,707  76 
2,iw,i36  21 
2,663,156  I J 
3,149,629  58 

2,704  14 

4  392  31 
6,047  53 

11,859  96 
30,603  23 

23*376  30 
40,019  87 

37-842  57 
111,056  75 

84*083  05 

"2,917  33 

160,314  9«j 

175*840  06 

J %3y*  ••••••••• 

i8eo 

"^.vy  ••••••••• 

i860 

i86[ 

1S61 
1862 

1863 
1S64 

iS6<; 
1S66 
1867 
1868 
1869 
1870 

1862 

1863 

i86j. 

lO**^     ••••  •  •••• 

i86« 

1  %jM^  ,.»••,••« 
1866 

1867 

x868 

i860 

10*^^  ••••••••• 

i8to  ••....••• 

lO/V   •••  •••••• 

Total  and  av. 

$15*386,230  26 

$803,1x0  09 

5-2»9 

Average  f 

t%T  I  J.  vears  ••*•■•  *«■•«*  ••••  •••••••• 

4.092 

TABLE  No.  35. 
Union  Mutual  Life  Insurance  Company. 


YEAR. 

Arermge  Auets. 

Interest  received. 

Percentage. 

YEAR. 

1864 

1S65    

1866 

!868ii!i!i"/. 

1869 

IS70 

Total  and  ay. 

$923348  92 
i|237»743  30 
i»7>9AS3  19 
2t499-856  6^ 
3.361,060  39 
4,071,108  61 
4,853,206  91 

$54-3  <6  64 

63-513  74 
84,116  00 

120.930  84 

168,384  44 
240,670  14 
269.588  34 

S-883 
5«3«    • 

'^ 
5-9»2 

5-554 

1864 

1865 

1S66    . 

1867    ' 

1868 

1S69 

1870 

$18,665,977  97 

$1,001,520  14 

5-365 

Average  foi 

r  9  vears  •••••••••••••••••••••••••• 

5-342 
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TABLE  No.  2i, 
Mutual  Benefit  Life  Insurance  Company. 


YEAR. 

Avenge  Assets. 

Interest  received. 

Fercentaipe. 

YEAR. 

1852 

1853 

X854  •  •  •  •  •    •  • 

»855 

1856 

1857 

1858 

'859 

i860 

i86x 

1862 

1863 

1864 

1865 

x866 

1807  •  •  •  •   •  •  • 

'  iodo  ••*(*•••• 
1870 

Total  and  Av. 

$1,412,737  68 
1,666,548  79 

i»903'932  46 
3,x3i»932  47 
2,357*258  82 

3,613.918  95 
3,872,623  32 

3,20X,25X   65 

3,606,152  57 

3*960,538  10 
4,374,292  6x 
^.952,72x  85 
6,295,245  85 
8,148,965  08 
10,415,189  56 

13-023.993  64 
15.469. 182  77 

17,984.657  33 

30,781,  X32  95 

$77-578  69 

93-234  55 

109,197  93 
X2X.456  57 

138.3*6  90 

152,873  31 

170,987  27 
191,426  95 

314.014  X9 

224.338  74 
258.249  07 
3x9,272  04 
306.788  16 

473  75«  87 
630,oxx  53 

743.9.S7  68 

903.987  85 

I » 105,449  69 

1.252,357  83 

5-491 
5  533 
5-630 

H¥ 
5-867 

5-848 
5-945 
5-948 
5.906 
5.661 
0.041 
6.446 

4873 
5-815 
6.048 
5.712 

5.843 
6.22^ 

6.026 

18^2 

1853 
X854 
1855 
1856 

1857 
1858 

'!>^^ 
i860 

1861 

1862 

1863 

1864 

1865 

1866 

1867 

1868 

1S69 

1870 

$137,073,276  45 

$7»597,x3o  72 

5-9:8 

A  v^rsflpfk  ttv  v*af.a    f  tt\  va»Ara^  ._     ^>>...^.....^.. 

5-794 

A» tCa  *KC  UJr 

J*-—'"    V*'y  J *"—"-/ - 

TABLE  No,  17. 
yBtna  Life  Insurance  Company  (^Hartford). 


YBAR. 

Avenge  Assets. 

Interest  reoelTed. 

Pcrcentas^e. 

YEAR. 

iW? 

1956 

2^1 

fooo 

1869 

1870 

Total  and  av. 

$1,380,907  77 

3,i4X,oi9  7S 

5.881,323  XX 

8.932.756  05 

11.826,378  98 

14,027,120  34 

$88,365  ^2 
198.863  39 
-409,405  95 
6x1,283  48 
768.482  03 
872,7^)6  58 

6.398 

6.330 
6.961 

6.844 
6.498 
6.222 

iS6^ 
1866 
1S67 
186S 
1869 
1S70 

$45*189,505  93 

$2,949,  xS6  85 

6.537 

Average  hy 

'  jrears  (6  jears). 

6.542 

»74 

TABLE  No.  22. 

National  Life  Insurance    Company  of  the  United  States  of 

America. 


YKAK, 

Avermg«  AucU. 

Interest  received. 

Peroentige. 

YEAR. 

1868 

$1,073,931  63 
X.308.350  03 
1,603,104  13 

$36,781   56 
54*339  o3 

97,448  31 

2.496* 

4«54 
6.079 

186S 
1S69 
1870 

1S60 

1870 

Total  and  av. . 

$3»984»275  83 

$178,568  85 

5.317 

AYcrftore  Ky  Tcars  (2.A16  veart^  -  - ...... 

5.368 

/ 

*  Fraction  of  a  year  (five  months),  allowed  lor. 


TABLE  No.  23. 
New  England  Mutual  Life  Insurance  Company* 


YEAR. 


1853 
1S53 
1854 
1855 
1856 

1857 
1858 

1859 
i860 

1861 

X862 

1863 

1S64 

1865 

x866 

1867 
1868 
1869 
1870 


Total  and  ay. 


$463,811  98 

5«>»9i3  34 
591.063  i6 

718,977  56 
873*101  63 

1,068,685  79 

1,176,200  34 

i»335.333  2« 
1,664,7^  13 
3,017,493  44 

3.344*341  15 
3,764,420  80 
3,o6x,o6i  28 

3»43o>963  15 
4'4i5.6o5  65 
5,644,  x62  64 

6,854,113  23 

8|053»790  70 
9,153,889  54 


$56,141,694  60 


InUtest  received. 


$31,810  53 

36.327  93 
40.503  19 
40,760  55 
47.713  80 
58,463  05 
65,127  60 

77.354  00 
87,081  69 

"03,i3«  34 
133,307  72 

140,549  60 
176,317  67 
141, X64  83 
247-973  26 
273^765 
341.300 

398*431  35 
509.303 


% 


$3,949,286  08 


Arerage  by  jeara  (i9jreara)< 


m 


6.845 

7.  no 

6.853 

5.669 

5.464 

4-534 

5 

5 

5330 

5.111 

5.3x6 

5.085 

5.076 

4. 114 

5615 
4.850 
4.833 
4-947 
5-564 


5-353 


5-444 


855 

»56 

!57 
858 

859 
860 

861 

863 

S64 
865 
866 
867 
868 

S^ 
870 


»75 

TABLE  No,  26.  • 
jy^rw   Tori  Life  Insurance  Companies, 


HAMS  or  COMFAMT. 

• 

1 

0 

1 

\ 

It 

Averasre  percent- 
age interest. 

< 

AnMriaw  Popvlar  Life.... 
Continental  Uie.. • 

4 

4 

11 

la 

»7 

19 
>9 

'J 

$1,060,643  S9 
7.545^  5« 

37«>S.S6«  w 
8,067451  81 
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•  Where  interest  on  deferred  premiums  has  been  re|>orted  hy  contpanien  under  the  head* 
faftof  Premium  Income  Instead  of  Interest  Income  it  could  not  be  included  as  interest; 
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The  table  of  mortality  used  has  far  less  influence  on  the  reserve 
or  re-insurance  fund  than  the  rate  of  interest  assumed.    It  is  vcrj 
desirable  that  we  should,  if  possible,  adopt  an  uniform  rate  for 
this  purpose  throughout  the  United  States.     Let  it  be  conceded, 
in  the  first  place,  tliat  any  such  uniformity  must  be  a  matter  of 
comity  only  as  between  the  difTercnt  States ;  each  indiTkliial  and 
sovereign  commonwealth  has  a  perfect  right  to  legalize  any  rate 
it  chooset  for  this  purpose ;  the  six-per-cent  States  can  adopt  four 
per  eenh  and  Um  ten-per-cent  States  eight  per  cent,  at  pleasure, 
each  ckiM  of  Stales  tlius  having  the  same  actual  margin  of  two 
per  cent  over  the  assumed  rate*    It  is  entirely  natural  that  the 
States  where  a  comparatively  low  rate  of  interest  prevails  should 
tend  to  a  lower  assumed  rate  than  those  where  the  h^h  rates 
rule,  both  by  statute  and  the  laws  of  trade.     How  shall  harmony 
be  secured  ? 

In  the  first  place,  ten  millions  of  people  have  already  united 
on  a  medium  standard  rate  of  four*and-a-half  per  cent;  and 
about  five  millions  have  adopted  four  per  cent  Shall  the  ten 
millions  3'ield  to  the  five,  or  vice  versa  P  Shall  all  of  the  United 
States  yield  to  New  England,  or  New  England  to  the  rest  of  the 
Union  ? 

Any  State  that  chooses  to  do  so  cmi  fix  upon  an  elastic  rate, 
adjusted  to  tlie  special  financial  thriftineas  of  each  company, 
whether  in  or  out  of  its  jurisdiction,  by  enacting  tliat  the  assumed 
standard  for  State  purposes  of  solvency  shall  be,  say,  two  per 
cent  less  than  tlie  actual  average  annual  rate  received  by  a  com- 
pany on  its  average  assets  from  organization.  Such  an  act  would 
follow  the  law  of  each  company's  financial  experience,  and  would, 
of  course,  require  of  New  England  companies  with  home  invest- 
ments only,  a  reserve  much  larger  tlian  for  central  and  western 
institutions ;  but  the  rule  would  be  miiform  in  its  Upptication  to 
all  companies,  and  give  due  vmght  to  the  greater  ability  of  the 
same  amount  of  assets  invested  at  high  instead  of  low  rates  of 
interest. 

It  should  be  borne  in  mind,  that  most  companies  are  constantly 
receiving  interest  on  considerable  surplus;,  the  receipt  of  which  la 
entirely  in  excess  of  the  necessaxy  interest  on  the  reserve. 
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The  six^fcr^eni  standard. 

Mr,  yohn  IL  Bewley^  the  active  and  energetic  manager  of  the 
Universal  Life  Insurance  Company,  of  New  York,  appears  as 
the  first  advocate  of  tliis  extraordinary  proposition,  in  tlie  Appen- 
dix to  the  proceedings  of  the  first  session  of  the  convention. 

The  first  proposition  is,  that  the  **  stock  or  low  rate  [used 
probably  as  convertible  terms]  companies"  should  not  be  charged 
in  a  State  valuation  with  a  ^*  lower  rate  of  interest  than  that 
assumed  in  the  calculation  of  their  premiums.'' 

I  may  saj',  generally,  that  I  intend  all  due  respect  to  the  officers 
of  companies,  and  to  all  others  of  whom  or  of  whose  opinions 
I  may  speak  in  this  connection.  If  I  happen  to  express  myself 
strongly,  the  terms  are  not  designed  to  be  personally  offensive, 
but  spring  from  the  earnestness  of  my  convictions  in  certain 
directions. 

Now,  this  proposition  of  Mr.  Bewley,  that  the  State,  in  testing 
the  status  of  corporations,  should  be  controlled  in  its  principles 
of  solvency  by  the  assumptions  and  theories  of  a  company,  is  so 
patently  absurd  tliat  all  argument  seems  to  be  utterly  wasted. 
To  the  lawyer  or  legislator  it  is  as  irrational  as  to  allow  a  culprit 
to  be  judged  by  the  principles,  or  lack  of  principles,  upon  which 
he  bases  his  own  theory  of  morals,  in  order  to  sec,  not  whether 
he  has  violated  the  laws  of  the  land,  but  whether  he  has  con- 
formed to  his  own  individual  assumptions  and  theories  in 
committing  tlic  crime  in  question.  If  he  has  lived  up  tD  them 
he  is  innocent,  otiierwise,  guilty.  I  assert,  that  the  theoretical 
beliefs  and  assumptions  of  a  company  are  of  no  consequence 
whatever  in  testing  its  solvency,  any  more  tlian  the  particular 
religious  or  other  tenets  of  Ramases  or  Confucius.  Can  a  com' 
fany  fay  its  debts  at  maturity?  If  it  can,  it  is  solvent  as 
regards  policyholders.  In  order  tD  pay  debts  at  maturity  some- 
thing more  is  necessary  than  "  assumptions,"  or  tlieories  of  any 
kind  whatever.  ^ 

!Mr.  Bewley  is  entitled  to  the  credit  of  almost  instantly  per- 
ceiving the  absurdity  of  the  claim  interposed,  when  he  asserts 
that  "  The  validity  and  justice  of  this  claim,  and  the  propriety 
of  admitting  it,  evidently  depend  upon  the  sujUczcncy  of  the  rate 
assumed  by  these  companies  in  the  calculation  of  their  fre* 
miumsT     Precisely,  and  we  are  at  once  remitted  tD  the  only 
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pertinent  inquiry  in  the  premises.  Another  delusion  should  also 
be  distinctly  understood  and  dissipated — the  materiality  of  the 
assumptions  of  a  company  of  a  rate  of  interest  in  computing  its 
premiums  without  regard  to  the  *'  loading."  The  only  material 
inquiry  is,  What  is  the  amount  of  premium  payable  ?  the  modus 
operandi^  tlie  special  hypothesis,  or  theory  by  or  through  which 
this  result  is  reached  is  of  no  importance.  The  public  and  the 
State  are  only  interested  for  this  purpose,  in  knowing  the  amount 
of  money  demanded  for  one  thousand  dollars  of  insurance.  If 
one  company  charges  one  hundred  dollars  per  annum  for  lire  for 
a  certain  policy,  and  another  company  charges  the  same  amount 
for  tlic  same  policy,  of  what  pertinence  or  consequence  is  it,  in 
determining  the  question  of  solvency,  tliat  one  company  computed 
its  premiums  on  a  high  rate  of  interest,  say  six  per  cent,  with 
large  mortality,  say  English  No.  3,  and  tliat  the  other  company 
computed  its  premiums  on  four  or  four-and-a-half  per  cent  interest, 
with  a  table  of  less  mortality,  and  that  the  loading  was  so  adjusted 
as  to  produce  tliD  same  practical  premium? 

I  was  much  interested  In  tiie  able  argument  of  Mr.  Bewley  to 
establish  the  strong  probability  "that  the  present  rates  [of 
interest]  will  be  fully  maintained  for  at  least  several  generations.'* 
But,  unfcrtimatcly  for  his  inferences  therefrom,  even  his  own 
company  has  not  actually  realized  six  per  cent  interest  on  its 
average  assets  from  organization.  His  argument  seems  to  estab- 
lish to  his  own  satisfaction  that  six  per  cent  is  a  safe  assumption, 
but  his  own  actual  experience  demonstrates  the  fallacy  of  the 
ratiocination.  Mr.  Bewley  further  (p.  146  Official  Report  of 
Proceedings  of  May  Session)  remarks : 

"  It  may  possibly  be  urged,  by  the  advocates  of  the  mutual  or 
high-rate  system,  that  if  it  be  sufficiently  safe  for  stock  or  low- 
rate  companies  to  rescr\-c  nt  six  per  cent,  it  is  equally  safe  for 
mutual  companies ;  and  that  the  discrimination  shown  in  favor 
of  the  stock  compxmies  is  an  injustice  to  the  mutuals.  In  answer 
to  this,  it  will  at  once  be  admitted  that,  so  far  as  it  affects  tht 
sufficiency  of  the  reserve  fund  to  meet  maturing  liamlities  is 
concerned,  a  six-per-cent  valuation  would  be  equally  as  safe  for 
mutual  as  for  stock  companies.  But  it  must  be  remembered  tiiat 
the  premiums  charged  by  mutual  companies  are  calculated  upon 
9^  four  and  four-and-and-a-half  per  cent  interest,  and  that  conse- 
quently there  is  an  immense  margin,  the  property  of  the  policy- 
holders^ deposited  as  it  were  i.i  trust  with  the  mutual  companies, 
aaJ  for  which,  in  Uicir  contract  with  their  assured,  they  enter 
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into  no  written  or  binding  obligation  to  return.  It  is  to  insure 
the  safety  of  this  margin  for  the  benefit  of  the  policyholder  that 
a  four-and-a-half  per  cent  valuation  becomes  requisite  and  appro- 
priate for  mutual  or  high-rate  companies/' 

Mr.  Bewley  admits,  what  is  undoubtedly  true,  that  the  same 
reserve  is  required  for  the  same  contract,  whether  in  a  stock  or 
mutual  company,  and  that  to  make  any  discrimination  in  favor 
of  stock  companies  would  be  an  *^  injustice  '*  to  the  mutuals.  He 
might  have  gone  further,  and  said,  that  a  discrimination  the  other 
way  would  be  founded  on  the  legal  and  scientific  fact  that  a  high- 
rate  company  is,  pro  tanto^  so  much  abler  to  meet  its  obligations 
at  maturity,  and  consequently  might  be  safely  valued  on  a  lower 
standard  of  reserve,  as  its  excess  of  future  premiums  would 
counterbalance  the  smaller  re-insurance  fund. 

But  Mr.  Bewley  wants  to  protect  the  members  of  mutual  com- 
panies as  regards  their  "  immense  margin  " — the  "  property  of 
the  policyholders  "  on  deposit.  Are  not  these  members  entirely 
competent  to  protect  themselves?  What  protection  does  Mr. 
Bewley  offer  them  ?  Simply  that  such  companies  shall  be  com- 
pelled by  law  to  reserve  "immense  margins,"  more  than  he 
admits  to  be  necessary  for  purposes  of  solvency.  Will  Mr. 
Bewley  explain  how  he  protects  such  members  by  not  allowing 
the  company  to  declare  dividends  and  pay  over  such  surplus 
profits  to  them  ?  Can  he  find  any  safer  or  more  appropriate 
place  for  "  the  property  of  the  policyholders  **  than  their  own 
pockets  ?  Policyholders  only  want  a  sufilicient  reserve  for  entire 
safety  and  solvency ;  any  surplus  over  this  they  want  to  have 
divided,  and  the  quicker  the  better  for  them.  It  will  not  then 
certainly  be  squandered  in  "  profitless  extravagance." 

Mr.  Bewley  seems  to  assume  that  a  stock  company  is  neces- 
sarily a  low-rate  company,  and  a  mutual  company  a  high-rate 
company.  There  is  no  inherent  necessity  in  this  direction.  One 
of  the  oldest,  if  not  the  oldest,  of  the  purely  proprietary  com- 
panies in  this  country,  the  New  York  Life  Insurance  and  Trust 
Company,  has  now  and  has  always  maintained  one  of  the 
highest  scales  of  premium.  The  vicissitudes  and  changes  which 
certainly  occur  in  the  relations  of  business,  might  alter  and 
modify  the  present  rates  and  practices  of  the  various  companies. 
Stock  companies  devise  plans  for  offering  advantages  to  policy- 
holders in  lieu  of  dividends,  and  mutual  companies  offer  non- 


participating  policies  to  compete  with  stock  eompanies,  and 
many  new  and  complicated  forms  of  policy  multiply,  in  which 
the  features  of  both  systems  are  so  ingeniously  interwoven  as  to 
be  incapable  of  distinct  classification. 

So  far  as  the  public  ia  concemedi  it  is  not  the  proprietary 
companies  which  permanently  reduce  premiums.  A  mutual 
company,  reserving  only  sufficient  for  re-insurance,  and  a  reason- 
able margin  for  contingencies,  practically  reduces  its  premiums 
by  annual  dividends  after  one,  two  or  three  years  to  the  lowest 
safe  basis.  Were  it  not  for  this  substantial  reduction,  stock  com- 
panies, in  the  very  nature  of  tliclr  organizations  as  purely  finan* 
cial  and  money-making  institutions,  would  increase  their  rates  up 
to  tlie  exact  standard,  at  which,  in  their  business  (not  benevolent) 
judgment,  tliey  could  make  the  most  money.  This  is,  always 
has  been,  and  ever  will  be,  the  law  of  gravitation  of  a  purely 
stock  organization  in  any  country  in  tlie  world.  It  is  the  veiy 
definition  of  such  a  company,  a  part  of  the  essence  and  inner* 
most  soul  of  its  corporate  being.  Is  there  any  profit  in  the  life 
insurance  business?  Capital  seeks  to  grasp  it  or  share  it;  for 
this  sole  and  only  purpose  it  enters  into  the  business.  Demon- 
strate that  there  is  no  profit,  and  capital  will  timidly  retire  from 
the  field  as  too  dry  and  arid  to  produce  the  pabulum  on  which 
only  it  feeds  and  flourishes. 

I  do  not  complain  of  this  law  of  finance  and  business  any 
more  than  I  do  of  the  diurnal  motion  of  the  earth,  or  of  the  law 
of  gravitation ;  but  I  do  protest  when  capital  stands  forth  as  the 
peculiar  and  especial  guardian  of  the  public  interests  instead  ot 
its  own.  As  between  the  two  classes  of  companies,  permanent 
success  to  either  will  be  due  in  a  great  degree  to  tlie  enterprise, 
economy  and  hard  labor  of  the  managers.  A  stock  company 
may  be  so  discreetly  handled  as  to  be  able,  after  a  series  of  years, 
to  pay  fair  profit  to  the  stockholders,  and  not  tax  its  policyholders 
more  tlian  mutual  companies.  .  No  stock  company  can  or  will 
do  business  for  many  years  below  actual  cost ;  the  capital  is  not 
subscribed  for  the  purpose  of  being  sunk  in  the  payment  of  either 
expenses  or  losses. 

When  capital  is  sunk  beyond  a  safe  margin  a  company  should 
be  compelled  to  reduce  its  capital  to  the  actual  funds  in  hand,  or 
to  pay  an  assessment  for  filling  up  the  gap.  A  nominal  capital, 
which  has  been  already  sunk  or  lost  in  business,  should  not  be 
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paraded  by  either  a  Are,  marine  or  12fb  Insuraneo  company  as 
being  actually  on  hand  and  in  existence.  The  fact  of  its  dcstruc- 
tioa  or  impairment  should  be  recognized  coincident  with  the 
event.  "  Capital/'  says  yames  M.  Cookj  Comptroller,  "  only 
comes  into  use  upon  a  result  which  would  prevent  tlie  formation 
of  the  corporation  were  it  anticipated  by  the  corporators  them- 
selves." 

Bdport  of  Coimpirolter  Cook  on  Infurtmrt  Companies,  of  Dtctmbtr  31,  i9SS> 
/.  4J ;  BamtJ  Comd«tu*d  insuranc*  HtporUy  vol,  II„ 

Mr,  Bewley  (p.  147  of  May  Session  of  the  Convention) 
further  claims  that  '^  "vital  interests  "  were  allowed  to  be  created 
under  the  four-and-a-half  per  cent  basis  with  a  ''  (presumed)  per- 
fect knowledge  on  the  part  of  the  State  officials  charged  with 
the  administration  of  the^c  laws,  that  with  tlie  increase  of  busi- 
ness the  margin  between  tl«eir  basis  and  that  of  six  per  cent  upon 
which  the  stock  premiumt^  were  calculated,  and  which  for  a 
period  would  be  supplied  by  the  subscribed  capital,  would  be 
continually  narrowing  and  would  finally  become  extinguished." 

Having  personal  knowledge  in  the  premises,  I  must  be  per- 
mitted to  deny  this  proposition.  Conversely,  any  company  which 
assumed  six  per  cent  interest  in  its  Table  of  Rates,  instead  of  tlic 
legal  rate  of  four-and-a-half  pei-  cent,  was  acting  on  its  own 
responsibility,  with  entire  knowledge  that  such  assumption  was 
not  in  harmony  with  the  law  of  State  valuations,  and  such  a 
corporation  must  itself  provide,  either  by  skill  or  economy  of 
management,  to  keep  up  at  alt  times  the  statute  reserve.  It 
never  was  my  intention,  while  holding  the  office  of  Superin- 
tendent, that  the  capital  should  be  allowed  to  make  up  any  such 
deficiency,  capital  having  a  task  which  entirely  exliausted  its 
power  in  maintaining  its  own  intactness  and  integrity.  The  lines 
which  divide  mutual  and  mixed  from  stock  companies,  and  parti- 
cipating from  #2^;;-participating  ones  are  too  tenuous  for  any 
legislative  distinctions  in  regard  to  valuations,  and  tlie  closest 
analyst  would  be  incompetent  to  make  any  complete  classification. 

It  has  been  said  that  a  four  per  cent  reserve  was  necessary  to 
prevent  extravagance  of  management  in  the  mutual  companies ; 
then  why  not  apply  the  same  rule  to  the  stock  companies  for  the 
same  reason  ?  But  an  efTort  is  made  to  set  free  about  one-quarter 
of  the  reserve  of  stock  companies,  and  for  what  purpose?  Is  it 
for  purposes  of  "extravagance?"     The  argument  tliat  mutual 
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companies  should  reserve  on  four  per  cent,  in  order  to  prevent 
excessive  expenses,  is  readily  met  by  the  answer  tliat  the  surplus 
should  not  be  thus  expended,  but  apportioned  in  dividends  to  the 
policyholders  to  whom  it  legitimately  belongs.  On  the  contrary, 
when  executive  and  managing  ofHccrs  kncrjt)  that  their  reserve  is 
eight  or  ten  per  cent  in  excess  of  their  needs  for  purposes  of  sol* 
vency,  officers  are  tempted  to  use  tlie  interest  on  this  extra  reserve 
for  commuting  commissions  and  for  illegitimate  purposes ;  per- 
secuting rival  companies,  venting  personal  animosities,  subsidiz- 
ing the  press,  tampering  with  legislative  bodies  and  public 
officials,  under  the  hallucination  tliat  they  are  thereby  promoting 
the  special  interests  of  their  particular  company. 

A  sufficient  reser\'e  for  solvency  is  all  that  tlie  public  wishes 
and  all  tliat  the  State  should  absolutely  require ;  the  remaining 
surplus  can  go  to  no  better  purpose  than  in  dividends  to  policy- 
holders, leaving  to  any  corporation  the  liberty  at  its  option,  of 
keeping  an  extra  reserve  for  contingencies. 

In  reference  to  the  tlieory  that  a  company  should  reserve  on 
the  same  assumption  of  interest  and  mortality  as  that  on  which  its 
table  of  rates  is  based,  and  that  such  is  tlie  contract  with  policy 
holders,  I  dissent  from  it  entirely.  There  is  no  such  contract, 
express  or  implied,  with  policyholders ;  the  contract,  both  express 
and  implied,  is  that  the  company  will  pay  the  policy  at  maturity, 
and  that  it  will  reserve  sufficient  and  adequate  funds  for  this 
purpose,  and  divide  its  surplus,  if  any,  according  to  the  provisions 
of  the  policy  and  its  charter.  There  is  no  understanding  on  the 
part  of  policyholders  that  the  rcscnre  shall  be  computed  on  any 
particular  table  of  mortality  or  rate  of  interest,  indeed  almost 
universally  neither  the  table  or  rate  of  interest  assumed  are  known 
to  or  inquired  after  by  the  assured.  The  policyholder  desires 
substance,  not  theory,  safety,  and  not  technicality.  Of  what 
possible  benefit  is  it  to  a  policyholder  that  his  policy  is  secured  by 
a  four  per  cent  instead  of  a  four-and-a-half  per  cent  resei-vc,  pro- 
vided that  the  lower  reser\'e  is  as  must  be  conceded  on  all  sides 
safe  and  sufficient  and  fully  adequate  to  protect  the  payment  of 
the  policy  at  maturity?  So  far  as  the  policyholder  is  con- 
cerned he  does  not  receive  a  single  dollar  more,  even  if  his 
policy  was  secured  by  a  three  per  cent  rescn'e  ;  the  principal  debt 
is  the  policy,  tlie  reser\'e  only  security  for  its  payment.  A  bond 
secured  by  a  mortgage  on  property  worth  ten  times  its  face  3'iclJs 
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no  more  than  the  same  principal  secured  by  twice  the  amount  of 
the  debt  Beyond  tlie  point  of  safety  the  policyholder  wants 
the  surplus  to  be  divided  and  in  his  own  pocket  Imagine  a 
policyholder  bringing  an  action  as  suggested  by  Mr.  Peet  (Report, 
p.  173)  to  compel  his  Company  to  take  back  tlie  money  appor- 
tioned to  him  by  way  of  dividends,  and  to  keep  it  as  an 
unnecessary  reserve  on  his  policy !  Officers  of  companies  may 
be  disposed  to  keep  more  than  is  necessary  for  the  bona  jide 
necessities  of  re-insurance,  and  strong  old  companies,  which  have 
already  on  hand  a  rcser\''e  of  four  per  cent,  may  deem  it  policy 
for  their  companies  to  compel,  by  law,  companies  doing  business 
on  a  four-and-a-half  per  cent  basis  to  change  to  a  four  per  cent 
reserve,  as  such  an  act  would  embarrass  their  competitors,  or 
force  them  into  dissolution,  tlius  leaving  the  field  to  be  monopo- 
lized by  the  four  per  cent  companies. 

Requiring  companies  to  reserve  on  the  same  rate  assumed  in 
computing  their  premiums,  is  a  basis  of  reserve  which  is  as 
fleeting  and  changing  as  tlie  sands  of  the  ocean.  Any  standard 
table  of  mortality  may  be  assumed,  and  almost  any  of  tlie  actual 
rates  of  interest,  and,  by  adjusting  the  ^^ loading,"  tlie  same  rate 
of  gross  premium  may  be  established,  and  the  anomaly  would 
thus  be  presented  of  valuing  companies  on  various  rates  of  interest, 
because  such  rates  were  theoretically  assumed  by  the  Actuary  in 
computing  his  Tables,  although  the  actual  gross  premiums  pay- 
able might  be  tlie  same.  Such  action  on  the  part  of  the  diffeccnt 
State  legislatures  would  go  far  to  render  State  supervision 
delusive  and  needless. 

In  order  to  show  the  status  of  companies  under  the  New  York 

standard,  the  Massachusetts  standard  and  the  proposed  six  pei 

cent   standard,  I   have   prepared   the    following    table,    which, 

although  perhaps  not  entirely  accurate,   will   demonstrate  the 

practical  operations  of  the  three  loiles,  as  applied  to  the  existing 

business  of  most  of  the  companies  on  the  31st  day  of  December, 
1870. 
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The  capitals  or  accumulations  of  the  following  companies  are 
impaired  to  the  extent  of  the  various  amounts  set  opposite  tlieir 
names,  respectively,  in  the  following  Table,  according  to  the  New 
York  Life  Insurance  Report  for  December  31,  1870,  and  the 
Massachusetts  Department  valuation  for  the  same  date. 

TABLE  No.  28. 


NAMX  OP  COMPANY. 


JVSrv  fork  StaU  Lift  Imsmrauet 
ComplnitM, 

American  Popular 

Aniicablo  Mutual 

Asbunr 

AUanUc 

Commonwealth • 


Craftsmens.... 

Eclectic 

Bmpi»  Mutual 

Sxcelflior 

Globe... 


Goremment  Security. 

)fercnles 

Homcspatkic.... 

Hope 

Manhattan 


Netr  York. 
New  Y'-rk. 
New  York. 


Merchanti 

Metropolitan 

Mutual  Protection 

National 

Security .••... 


Standard 

Unirersai 

Widows  and  Orphans  Benefit. 
World  Mutual 


Tdtals  New  York  companies. 

Lifg  Insmnme*  Compctnieaof 
other  Slaies. 

Anchor 

Connecticut  General 

Bconomicttl 

Hahnemann 

International  Life  and  Trust. . . 


National  Life  Ins.  Co.of  U.S.A 

Nationol  Capital 

New  Jersey  Mutual*.......... 

Republic 

Safety  Deposit 


St.  Louis  Mutual. 
Union  Central.... 


Totals  other  States  companies 
Grand  total  (^  companies).  • . 


New  York. 


New  York. 
New  Yorii., 
New  York.. 
New  York., 
New  York.. 


New  York. 

New  York. 
Yew  York, 
New  York. 
New  York. 

New  York. 
New  York. 
New  York. 
New  York. 
New  York. 

New  York. 
New  York. 
New  York. 
New  York. 


New  TerscyMt. 
Hartford,  Conn 
Rhode  Island.. 

Ohio 

New  Jersey 


Amount  of 
impairment,  as 
per  New  York 

standard. 


District  Columbia,.. 
District  Columbia.. . 
Newark  .......••.•. 

Illinois 

lUinois 


St.  Louis.. 
Ohio 


$33.03676 
jp.6^  IS 
ao.Sji  19 


S5i03i  10 

117  885  s6 

63-934  08 

i,8ti  37 

S6.87S  5s> 


»^*$S  93 
SOQS691 

74^91  €9 
a«^7  79 


sS,s^3  as 
.941OSJ  iS 
33*5^  Si 
8i,S66  56 


7.77*  4S 


68^90694 

61,90559 


l9«o.S94<^ 


$I7«437  >' 


18s  81 

49473  95 
1,13698 

»54«3to4| 
1.306^ 


8«S49  55 
a7ri49a4 


6,aoi  96 


$3166,109  86 


$1,377,003  91 


Amiuntof  im 

puirment,  as  per 

Massachusetu 

standard. 


$67.7?©  >9 

37*35696 

100.  «99  a  I 

38^346: 
76*63504 

111.383  30 
81 .050  09 
3g8vi  71 
487353^ 

«»a»SS7  S^ 

19667  56 
31,3709s 
91,671  41 
47.701  3S 
"3.976  Si 

31,60443 
113.547  06 

33345  9 1 

13V808  3,^ 

13,690  bo 

aS»79«  3? 

839  (a 

iy-SiS  73 

M,6l5  13 


#>a99.653  03 


$33,185  99 
13.860  7i 
69.733  06 

i7f067  76 

436.33837 

4098164 
"S-348  69 

^,450  >5 

90,030  93 
6,704  3« 


$84352783 


$3,343,18085 
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Under  the  almost  startling^  developments  of  the  above  Table 
No.  28,  it  immediately  becomes  a  practical  question  of  vast 
importance — what  shall  be  done  under  the  circumstances? 
Thirty-five  companies  are  impaired,  accordin^r  to  the  Massachu- 
setts standard,  to  the  extent  of  two  and  a  quarter  million  of 
dollars.  Shall  these  companies  be  put  into  the  hands  of  receivers, 
or  their  licenses  revoked  as  being  in  an  unsound  and  insolvent 
condition  ? 

Such  Action  would  be  an  unnecessary  and  cruel  butchery  of 
corporate  life  and  a  wanton  sacrifice  of  the  sacred  interests  of 
perhaps  an  hundred  thousand  families. 

If  the  high  reserve  of  the  Massachusetts  standard  was  essential 
to  solvency,  of  course  no  question  could  be  fairly  raised  ;  but  it  is 
not,  and  in  any  competent  court  it  could  be  proved,  to  the  satis- 
faction of  bench  and  jury,  that  insolvency  did  not  exist,  and  that 
most,  if  not  all,  of  said  companies  are  in  the  possession  of  assets 
sufficient  with  their  future  premiums  to  pay  all  of  their  outstand- 
ing policies  at  maturity. 

Who  will  pay  the  two  and  a  quarter  millions  of  dollars  neces- 
sary to  meet  the  requirements  of  the  Massachusetts  law  ?  Is  it 
right  to  tax  policyholders  or  stockholders  for  this  purpose  to  this 
extent?  Will  the  friends  of  a  four  per  cent  standard  themselves 
advance  this  money  ?  Policyholders  do  not  need  or  want  it  for 
their  security.  What  shall  be  done  ?  Will  it  be  fidelity  to  the 
sacred  and  delicate  interests  in  your  charge  to  sacrifice  them  ruth- 
lessly and  unnecessarily  ?  The  New  York  standard  is  adequate 
and  sufficient,  and  by  uniting  upon  it  tlie  interests  of  all  are  alike 
protected  and  conserved.  If  Massachusetts  companies  ex  super- 
ahundantia  cautcla  desire  to  keep  up  the  four  per  cent  reserve, 
they  can  do  so,  and  the  same  policy  can  be  followed  as  a  corpor- 
ate rule  by  any  company  in  any  State.  These  companies  arc  not 
disturbed  in  any  manner  by  the  four  and  one-half  per  cent 
standard,  and  all  the  other  companies  of  tlie  Union  are  also  lef^ 
undisturbed. 

The  New  York  standard  represents  safety  and  uniformity  j  the 
Massachusetts  standard  conflict  and  permanent  injury  to  the 
birsiness ;  the  six  per  cent  rule  is  unsafe  and  dangerous« 

Even  under  the  New  York  standard  a  range  of  impairment 
must  be  allowed ;  and  I  have  prepared  the  following  Table  No. 
29,  under  which  it  is  proposed  to  allow  tvfenty  per  cent  impair- 
mcTit  on  capital  and  ten  per  cent  on  reserve. 
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TABLE  No.  29. 

Showing'  the  amount  of  proposed  impairment  allowed  io  seve* 
ral  Life  Insurance  Companies^  on  the  ^ist  day  of  December^ 
1870,  before  said  companies  could  be  dissolved  by  compulsory 
proceedings  or  their  certificates  of  authority  revoked^  com* 
puted  on  the  basis  of  twenty  per  cent  oscillation  on  capital 
and  ten  per  cent  on  reserve^  by  the  New  Tork  standard;  all 
dividends  ceasing  to  both  stockholders  and  policyholders 
whenever  any  impairment  exists  on  either  capital  or  reserve. 


NAME  OF 
COMPANY. 


Aaerican  Popular.. . 

Amicable 

Anchor 

Aabary.. 

Atfauktie  Matiul 

Berkshire »•••. 

Brooklyn 

Charter  Oak 

Commonwealth 

Connecticut. 

Connecticttt  Mutual.. 

Continental 

Craftameoa ......... . 

Kdettic 

Boonomical 

BmpireMntaal 

Umpire  State 

Bqnitable 

KTr*'**'**' 

Germania. .••••..... 

Globe 

Qoremment  Security 
Onafdian  Mutual. . . . 
Hannemann 

HartibrdUfe*  A... 

Hercttlea 

Home .•.• 

Homoeopathic 

Hope  Mutual 

Iiitemational  ••••.*•. 

John  Hancock 

Knickrfbocker  •••... 
Ute  Aafchi  of  Amer«a 
Manhftt*"*  ..•••...i 

MaaaachnMOr 

Merchants  •••• 

Mctrofi4itan......< 

Mutual  T.lfe    

Mutual  BeneAu.... 


jJogkIob. 


Connecticut  I 
New  York.. 
New  York.. 
New  Jer»cy.< 
New  York.. 


New  York 

MaseachuaettSM . 

New  York 

ronnccticut 

New  York 


Connecticut. 
Conneaicut. 
New  York.. 
New  York.. 
New  York.. 


Rhode  Iftland.., 
New  York...... 

New  York 

New  York , 

New  York 


New  York. 
New  York. 
New  York. 
New  York. 
Ohio 


Connecticut... 
New  York... 
New  Vork.... 
New  York..., 
New  York... 


New  Jersey 

MassachuaeUs... 
New  York  ..... 

Missouri 

New  York 


Massachusetts. 
New  York.... 
New  York.... 
Xew  York.... 
New  Jersey.... 


Margin  of 

osolliSon  on 

capital  (so  per 

cent.) 


^so>57a«8o 

SOUMOjOO 

s6ooOdOo 
so  000.00 
30,000.00 

as  000x0 
5600x0 
05000x0 
4OJO00X0 
34/100x0 

50.soo.oo 


JOXOOXO 

4000000 
30,000x0 

ao.oooxo 
aoxooxo 
so  000.00 

S0'00O.0O 

ssxooxo 

40ono.oo 
ao.ooo.oo 
so  000x0 
05  000x0 
40^000x0 

60.000.00 
30000.00 
35000.00 
30.000x0 

30-OOOyOO 

31.816.55 

so  000x0 

JOXOOXO 


30,000X0 


38.800.00 

40.000x0 


Margin  of 
oscillation  on 
reserre.  Am. 

S3e.4^(io 
percent). 


$i,i54.3S4-«> 
39.011.30 
io.38o.oo 

33uis8.30 

•5.8S4-00 

63740.30 
139.183.70 
I43H50.JO 
903.453.50 

33,403.10 

3S.506.10 
8.018.384.10 

30.CMXO 

ly.M'So 

56.637 .00 
41.833x0 
13460.C0 

«*i37-57i-«> 
3»»7J4So 

309.755-7O 

»43  7S]-30 

3.736.70 

193,393.10 

33.303.30 

•$'96490 

3.IOS10 

031,356.10 

a8iSs.30 

13*1  *Soo 
150.40990 
644x06.30 
333,(kMO 
494^88.50 


878.716  00 

3.315.90 

6^x34.50 

3.853,133  90 

«i5ftM"-90 


Total  local 

o»ctllation 

allowed 


♦«fi74-9S6-90 
49x11.30 
36,380.00 
43U58.30 
SSi^-oo 

84.730.30 
144,783.70 
i68v4Sc>'30 

74f -453  50 
46.403  10 

8S.706.10 
3,038.384.10 

40^  535  SO 
60.507.00 
49.848-80 

76.627.00 
0i.83i.(0 
3^.4^.50 
ii«S7S73-6o 
SO»7i4-5o 

340  7SS7O 
36.i75i3o 

33.7.(6.70 
3i7.39».io 

73,303.39 


33.«05.>o 
346.2 


85  9^  V* 

.105.10 

.356.10 

iS.40 

4403* -Sf 
170409.90 
664006.30 
333651.40 
514.18S.50 

978716x0 
33.01590 

]080i4.CO 

3^^.1.^390 

>>559i4"VO 


TABLE  No.  i^—{Continuci). 


NAMB  OF 
COMPANY. 


Mutual  ProtectinB. . 
Nittiofial  Capitol.. . . 

NatKmul 

National  Ufe. 

National 

New  Boffland  Mat. 
New  Terser  Motoal. 

NewVorkUfe 

North  America. .  •  • . 
North  Western 

Penn.  Mutual 

Phcenix  Mutual . . . . 
Providrnt  Life  A  T. 

St.  Louis 

Security 

Standard  Life 

State  Mutual 

Travelers 

Union  Central 

Union  Mutual ..  •  •  • 

United  States*  •••••• 

Universal 

Washinfrton 

Widows  A  Orphans. 
Worid  Mutual. 


Total,  65  oonpanies 


Location. 


New  York 

Dist.  Columbia.. 

Vermont 

Washinir'n.  D.C. 
New  York 


Massachusetts 
New  Jersey ... 
New  "York.... 
New  York.... 
Wisconsin.... 


Pennsylvania,. 
Connecticut... 
Pennsylvania . 

St.  Louis 

New  York.... 


New  York.... 
MassachuKClts 
Connecticut... 

Ohio 

Maine 


New  York...., 
New  York..... 
New  York..... 
New  York...., 
New  York..... 


Marg^in  of 

necillation  on 

capital  (so  per 

cent.) 


tsoooowoo 


JOO-OOOiOO 

IOaODDmOO 

JOi^OOOjOO 


3a.o0o.0o 

77*035-19 

SOiOOO.OO 


s54)ooxo 


I0O,O0OXX> 

so^noouw 


4O.O0O4X> 
^.000X0 

S5  000.00 

40.000  jOO 
40/XXMIO 


#1,740,014^ 


Margin  of 

oscillation  on 

reserve  Am. 

Kxp.4M(io 

percent.) 


ftj6oaQM&i 

8.74900 
6j.OSO.5O 

97-49i-f> 
77.»74-03 

801,584.10 
4S91S1.60 

444.SM  10 
7S9>395-90 

st.).84S.6o 

4t5.107.te 

67013.51 

47M.1S-90 
s6i  .998^90 

80,351.70 

Bao 
40 
10 

5S.041.90 
so9<  17^-90 
139  >07-oo 

33^16.70 


$aO|86i,ioi.34 


Total  leffBl 

oseillation 

allowed. 


46w9Qa6s 

t8  7'9<» 
63.050.50 

107.17443 

801.584. 10 
68^j6o 

«>3aM7aS«> 
444366.10 

759>39S-90 

•i3Aa.6o 
467,167x0 
i44.o«9.oo 
40«,4U4)0 

4(0804-58 
89.s51.70 

169.575.ao 

37,iSa.40 

«9;^3.30 
98,043^ 

S34. 176.90 
73J».7o 


$M^,U&l8 


191 

Professor  De  Morgan  says  that  the  rate,  of  interest  assumed 
by  Life  offices  should  ^^  never  be  above  that  at  which  the  Govern- 
ment can  borrow/'  namely,  that  regulated  by  the  price  of  the 
funds.  This  remark  was  made  in  reference,  of  course,  to  British 
offices,  but  is,  to  a  certain  extent,  applicable  to  tlie  business  of 
Life  insurance  in  this  country.  The  rate  assumed  should  cer- 
tainly not  be  so  high  as. to  preclude  a  company  from  purchasing, 
if  it  desires  to  do  so,  United  States  stocks,  as  a  portion  of  its 
accumulations.  Policyholders  will  not  be  satisfied  to  have  tlie 
whole  amount  of  rcscr\'e  so  invested  on  account  of  the  low  rate 
of  interest ;  and  the  largest  amount  of  the  funds  of  Life  insurance 
companies  naturally  How  to  investments  on  bond  and  mortgage, 
which  pay  considerably  larger  interest,  and  which  class  of  invest- 
ments gives  aid  to  policyholders  in  their  business  and  commercial 
transactions. 

//  is  entirely  clear  that  a  govermental  standard  for  valua- 
tions will  be  even  more  than  safe^  if  the  rate  of  interest 
assumed  is  not  in  excess  of  that  which  can  be  realized  by 
investments  in  the  public  funds. 

An  hundred  millions  can  now  be  so  invested  at  par,  in  a 
moment,  with  five  per  cent  interest,  payable  quarterly,  and  free 
from  national,  State,  or  municipal  taxation.  Beyond  reasonable 
question,  investments  can  be  made  in  the  United  States  public 
funds,  for  an  indefinite  period  of  time,  in  such  a  manner  as  to 
XQSiWzc  four-and'a-half  per  cent  interest,  compounded  annually. 
If  the  rate  of  interest  should  ever  go  down  to  even  four  per  cent 
it  will  be  payable  quarterly  or  exempted  from  taxation,  or  possess 
otlier  incidental  advantages,  which  will  make  the  practical  rate 
realizable  at  least  at  four-and-a-half  per  cent,  compounded 
annually. 

It  would  probably  be  practically  safe  in  this  country,  consider- 
ing tlie  laws  of  the  different  States  relating  to  interest,  and  the 
practical  ruling  business  rates  actually  received,  as  shown  above 
by  Table  No.  3,  to  assume  a  rate  somewhat  in  excess  of  that 
which  couki  be  compounded  annually  on  investments  in  United 
States  bonds,  as  the  companies  do  not  and  will  not  invest  all  of 
their  fiinds  in  this  .manner,  but  in  divers  forn^s  and  At  n^uch 
higher  rates. 

We  cannot  make,  and  should  not  strive  to  n^ake,  our  Life 
insurance  companies  more  solid  and  sound  than  the  United  States 
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govemmetit  Attempting  to  maintain  a  four  per  cent  resenre  it 
a  useless,  vain,  and  futile  effort  in  this  direction,  which  the  people 
do  not  need  and  do  not  want  to  pay  for,  as  the  money  must  of 
course  ultimately  come  from  the  policyholders. 

Per  contra^  tlie  recent  bold  proposition  to  legalize  a  six  per 
cent  standard  (although  a  not  unnatural  result  of  the  over-strained 
rule  oifour  per  cent)  is  obnoxious  to  still  greater  objections, 
inasmuch  as  the  one  errs  on  the  side  of  excessive  reserve,  and 
the  other  on  that  of  an  insufficient  one.  Strangely  and  unac- 
countably enough,  we  are  surprised  to  find  some  of  the  same 
actuaries  the  earnest  advocates  of  both  errors ;  I  simply  exhibit 
these  two  belligerent  standards,  and  each  is  competent  to  annihi- 
late the  other,  leaving  the  field  to  be  occupied  by  the  golden 
mean  of  true  conservatism,  real  progress,  and  rational  safety, — 
the  four-and-a-half  per  cent  basis, — ^which  is  already  the  legal 
standard  for  seven  powerful  States  and  over  ten  millions  of 
people*. 

It  should  be  constantly  borne  in  mind,  that  it  is  not  the  object 
or  purpose  of  a  legal  standard  to  interfere  with  the  corporate 
standard  cf  a  company ;  the  genius  of  our  institutions  and  people 
requires,  in  this  respect,  the  largest  freedom  consistent  with  sol* 
vency  and  safct}%     Let  each  company  be  entirely  free,  in  this 
respect,  to  adopt  any  table  of  mortality,  any  rate  of  interest,  any 
**  loading,"  which  may  be  satisfactory  to  the  stock  or  policy- 
holders.   Neither  is  it  tlie  mission  or  duty  of  the  State  (unless 
incidentally)   to   adjust  the  equities  between  stockholders  and 
policyholders,  or  between  members  of  mutual  companies,  except 
in  llie  courts.    Neither  is  it  the  duty  of  superintendents  to  see 
that  the  reserve  of  a  company  is  adequate  to  make  large,  or  even 
any  future  dividends,  unless  dividends  are  guaranteed ;  this  is  a 
matter  of  internal  corporate  management,  which  pro^ierly  belongs 
to  the  stockholders  or  members,  and  should  not  be  meddled  with 
by  t!ie  State,  through  its  insurance  department.     Each  company 
sliould  be  free  to  carry  out  its  own  theories  and  plans  in  this 
respect,  subject  only  to  the  laws  of  the  land  and  its  corporate 
being. 

What,  then,  is  the  proper  function  of  the  State  in  insurance 
supervision  ? 

I  answer :  to  use  its  best  efforts  to  preserve  and  maintain  the 
companies  in  a  condition  of  solvency  and  safety.     If  a  company 
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is  only  able  to  pay  its  legal  obligations  at  maturity,  its  manner 
of  operating  and  doing  business,  its  rates  of  premium,  dividends, 
etc.,  should  be  left  to  tlic  individual  judgments  of  those  whose 
interests  are  affected  by  these  questions*  Hence,  in  fixing  upon 
legal  standards  of  mortality  and  interest,  the  only  inquiry  is  as  to 
the  true  and  best  table  and  rate  of  interest  for  purposes  of  simple 
solvency.  Any  company  may,  at  its  own  option,  reserve*  {of 
corporate  purposes  at  four  per  cent,  or  three-anJ-a-half,  or  three 
per  cent,  and  on  any  table  in  the  world  which  it  selects  as  the 
law  for  its  corporate  being.  In  England  it  seenis  for  years  to 
have  been  a  stumbling-block  in  the  way  of  parliament,  and  a 
matter  incapable  of  British  solution,  to  reconcile  the  govemiiiental 
supervision  of  companies  with  the  corporate  independence  of 
such  organizations,  and  to  so  exercise  the  functions  of  the  State 
as  not  ^to  interfere  with  trade*'*  Here,  we  have  solved  the 
problem  practically^  and  now  have  leisure  to  mature  our  theories 
afterwaidSk 
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AN  UNIFORM  TABLE  OF  MORTALITY  AND  RATE 
OF  INTEREST  FOR  THE  STATE  VALUATION 
OF  ANNUITIES. 

Actual  experience  in  other  countries,  not  to  be  contemned, 
teaches  us  the  lesson  that  it  is  not  safe  to  value  annuities  on  the 
same  standard  of  mortality  as  life  policies.  We  have  no  Ameri- 
can experience  as  to  the  duration  of  the  lives  of  annuitants,  and 
are  therefore  from  necessity  compelled  to  seek  for  standards  in 
other  countries.  The  tables  of  the  British  government  annuitants 
(Finlaison's)  are  probably  best  adapted  to  this  purpose.  As  to  a 
rate  of  interest,  annuities  cannot  be  sold  in  (his  country  to  any 
extent,  if  a  rate  is  assumed  lower  than  say  five  and  a  half  per  cent. 

In  my  opinion,  it  would  tend  to  solidify  and  strengthen  the  life 
oompaniesi  if  annuities  could  be  sold  to  a  reasonable  extent 
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REC5APITULATION. 

Firsts  On  Mortality  Table,  I  recommend  that  the  American 
Experience  Table  be  adopted  for  tlie  State  valuation  of  life 
and  endowment  policies  throuj^hout  tlie  whole  Union. 

That  the  Table  be  subjected  to  the  test  of  the  New  Experi- 
ence of  American  companies,  to  be  collected  and  tabulated 
in  five  or  ten  years ;  and  that  thereafter  the  table  shall  l>e 
modified,  if  necessaxy,  to  accord  with  such  new  facts  and 
experience* 

That  measures  be  taken  immediateh'  to  perfect  the  present 
table  by  adding  thereto  the  numbers  living  and  dying  from 
age  o  to  9i  inclusive. 

Second.  Rate  of  interest.  I  beg  leave  to  recommend^air  and  a 
half  per  cent  as  a  safe  and  judicious  standard  for  an  uniform 
rate  for  each  State  in  the  United  States  and  Territories. 

Third.  I  would  suggest,  in  the  absence  of  any  American  Experi- 
ence for  the  State  valuation  of  annuities,  the  Government 
Annuity  tables  of  Great  Britaiui  as  reported  by  Mr.  yohn 
Finlaisen^  in  i860,  or  the  veiy  elaborate  and  complete  tables 
of  Mr.  yardine  Henry ^  now  in  process  of  completion,  with 
five  and  one  half  per  cent  interest. 

JPourih.  I  would  recommend  net  valuations  for  all  lives  healthy 
on  entry  (impaired  lives  to  be  judged  of  by  the  special  cir- 
cumstances), unless  the  rates  of  premium  run  below  the  net 
Iqi^al  standard  rates.  In  all  cases  where  the  rates  of  premium 
are  less  than  the  net  rates  according  to  the  legal  standard  of 
mortali^  and  interest,  net  valuations  should  not  be  allowed, 
but  the  principles  of  gross  valuation  should  be  applied, 
deducting  from  the  present  value  of  future  premiums  a  sum 
equal  to  the  average  percentage  of  expenses  during  the  whole 
period  of  tlie  company's  existence,  in  no  case  less  than  ten 
per  centum.     Negative  values  never  to  be  allowed  as  assets. 
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Fifth.  I  would  suggest  that  all  life  companies  should  be  prohib- 
ited from  declaring  or  paying  any  dividends  to  either  stock 
or  policyholders  whenever  the  capital  or  reserve  is  impaired 
to  any  extent  whatever ;  the  capital  at  par,  to  be  reckoned  as 
a  liabihty. 

Whenever,  and  only  in  cases  where,  a  company's  capital 
is  impaired  more  than  twenty  per  cent  thereof^  and  the 
reserve  as  per  the  legal  standard,  impaired  more  tlian  ten 
per  cent  thereof,  all  Licenses  or  Certificates  of  Authority,  to 
companies  of  other  States  of  the  United  States  to  issue  new 
policies  to  be  revoked,  and  all  domestic  companies  to  be 
dissolved  as  insolvent  corporations,  in  accordance  with  Slate 
laws.  This  latter  provision,  as  to  an  impairment  of  the 
reserve,  to  be  applicable  only  to  companies  having  over  a 
thousand  policies  in  force  insuring  least  two  millions  <kf 
dollars. 


WILLIAM  BARNES. 


WssTBRN  Avx.,  Albany,  N.  Y« 
October  i8,  xS/x. 
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ON  THE  RATE  OF  INTEREST. 


A  Lbttbr  from  Hon.  Alexander  Delmar, 

Lute  Director  of  the  Bureau  of  Siatisties^  Honorary  Member  of  the 

SociiU  Statistique  of  Paris,  ete^ 

Dear  Sir  :  It  would  afford  me  great  pleasure  to  prepare  for 
the  National  Insurance  Convention  a  complete  review  of  the 
subject  of  Interest,  and  the  inductions  arising  therefrom  ;  but  lack 
of  time  forbids,  and  I  can  only  glance  at  it,  and  make  a  few  hurried 
conclusions,  which,  though  drawn  from  somewhat  imperfect 
data,  may  nevertheless  stand  the  test  of  closer  analysis  of  the 
facts.  At  all  events  they  will  serve  to  throw  open  a  hitherto 
almost  entirely  unexplored  subject. 

A  number  of  questions  occur  in  this  connection : 

1.  What  is  a  rate  of  interest? 

2.  What  is  the  general  history  of  the  rate  of  interest? 

3.  What  is  its  history  in  this  country? 

4.  What  are  generally  the  ultimate  causes  of  a  rate  of  interest  ? 

5.  What  influences  at  present  affect,  in  this  country,  the  rate 
of  interest? 

6.  What  is  generally  the  present  tendency  of  the  rate  of 
interest  ? 

7.  What  is  its  tendency  in  this  country? 

8.  To  which  might  be  added  this  question:  What  are  the 
prevailing  sophisms  concerning  the  rate  of  interest? 

I.    What  is  a  Rate  of  Interest? 

A  rate  of  compensation  for  capital  loaned.  As  a  general  thing, 
however,  interest  is  applied  to  money  only ;  and  it  is  from  this 
fact  that  spring  most  of  the  erroneous  theories  prevalent  on  the 
subject.  It  is  also  common  to  still  further  and  still  more  errone- 
ously limit  the  meaning  of  the  term.  The  "rate  of  interest" 
is  used  to  indicate  the  legal  rate — the  rate  fixed  by  law:  e. g.^ 
"  the  rate  of  interest  in  New  York  is  seven  per  cent,"  this  being 
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the  legal  limit  in  that  state.  P>om  this  looseness  of  expression 
springs  another  crop  of  errors.  Some  of  these  will  be  briefly 
pointed  out  hereinafter.  For  the  present  it  is  sufficient  to  know 
that  a  rate  of  interest  means  simply  a  rate  of  compensation  for 
money  or  property  loaned.  This  rate  may  either  be  stipulated 
between  the  parties,  limited  by  law,  or  determined  in  open  mar- 
ket. It  is  the  latter,  viz.,  the  open  market  price  of  or  compensa- 
tion for  loans  of  money  or  property  that  I  shall  hereinafter  refer 
to  by  the  term  rate  of  interest,  unless  otherwise  specified. 

Interest  is  a  modern  term.  The  word  usury  was  formerly  used 
to  mean  the  same  thing.  Now  the  latter  word  is  only  employed 
to  express  excessive  interest ;  though  for  my  own  part  I  do  not 
believe  that  any  rate  of  interest,  freely  agreed  upon,  is  excessive. 
On  this  subject,  however,  Bentham  has  already  said  all  that  is 
worth  saying,  while  O'Callaghan  has,  on  the  other  hand,  extolled 
every  absurdity  on  the  subject  which  the  former  so  mercilessly 
derided. 

II.    General  History  of  the  Rate  of  Interest. 

My  exceedingly  limited  time  will  only  permit  the  merest 
glimpses  into  this  portion  of  the  subject.  Mention  of  the  earliest 
rate  of  interest  I  can  at  present  recall  will  be  found  in  Buckle, 
(^H/st.  Civ,y  Appleton's  edition,  i,  54),  and  relates  to  India,  where, 
in  B.C.  900,  according  to  the  Institutes  of  Menu,  the  minimum 
legal  rate  was  15  and  the  maximum  60  per  cent  per  annum. 
This  information  merely  furnishes  a  ground  for  conjecture  that 
the  market  rate  on  the  best  security  was  about  15  per  cent 
Boeckh,  in  his  Public  Economy  of  the  Athenians^  furnishes  more 
definite  information.  The  common  market  rates  in  Athens  were 
12  to  18  per  cent;  no  date  given.  (Little  and  Brown'b  edition, 
p.  181.)  In  the  time  of  Pompey  the  Great,  say  100  to  50  B.C., 
the  rate  in  Tenos  varied  from  8  to  1 2  per  cent.  In  the  third 
century  before  Christ  the  state  bank  in  Ilion  paid  10  per  cent  on 
state  security,  (/o/c/,  p.  182.)  Interest  was  lower  still  in  Rome 
in  the  age  of  Cicero.     (/</.,  p.  174.) 

From  these  rates,  which  do  not  appear  to  have  been  much,  if 
any,  higher,  than  those  which  prevail  at  present  in  the  western  and 
southern  states  of  America,  the  Pagan  history  of  interest  is  silent 
until  the  obscurity  that  characterized  tlie  Dark  Ages  partially 
cleared  away.     This  is  part  one.     It  begins  in  tlie  obscurity  of 
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mythology  and  remote  tradition,  and  ends  in  the  obscurity  of  medi- 
aeval vandah'sm  and  destruction.  It  opens  with  the  first  page  of 
Pagan  history,  and  closes  with  the  subjugation  of  Greece  and  the 
subsequent  fall  of  Rome,  Part  two  opens  with  the  texts  in  the 
Pentateuch  (Exod.  xxii,  25,  26  ;  Lev.  xxv,  35,36,37  ;  and  Deut. 
xxiii,  20)  ;  and  ends  with  the  discovery  of  America,  at  which 
period  the  two  streams  of  history  become  united. 

The  scriptural  interdiction  of  interest  was  put  in  force  three 
thousand  years  ago  on  the  plains  of  Arabia ;  it  is  enforced  to-day 
in  Wall  street  by  the  laws  of  the  state  of  New  York.  The  Pen- 
tateuch forbade  the  taking  of  interest  at  all ;  the  revised  statutes 
merely  forbid  the  taking  of  more  than  seven  per  cent  per  annum. 
The  difference  is  one  of  degree,  not  of  principle.  The  one  hiw, 
in  fact,  originated  in,  and  is  merely  a  continuation  of,  the  other. 

The  early  Christians,  when  they  reconstructed  the  religion  of 
Pagan  Rome,  reconstructed  also  her  commercial  laws. 

By  the  civil  law  (reign  of  Justinian,  A.D.  533)  persons  of 
illustrious  birth  were  limited,  both  in  borrowing  and  lending,  to 
the  annual  rate  of  4  per  cent,  while  6  per  cent  was  established  as 
the  ordinary  legal  standard.  For  the  convenience  of  manufac- 
turers and  merchants  S  per  cent  was  allowed ;  to  loans  on 
shipping  12  per  cent;  but  except  in  such  "perilous"  business 
only  8  per  cent  was  permitted.  It  is  difficult  to  say  how  nearly 
these  arbitrary  rates  indicate  the  market  rates.  Rome  then 
meant,  substantially,  the  whole  world,  but  Justinian  resided  at 
Constantinople,  while  the  barbarous  and  profligate  Theodatus 
reigned  in  the  Eternal  City,  whither  Belisarius  was  on  his  way 
to  conquer  and  depose  him. 

The  civil  law  on  interest  appears  to  have  stood  until  the  Christ- 
ian church,  in  its  vast  plan  of  reconstruction,  assumed  temporal 
power. 

In  A.D.  800,  during  the  reign  of  Charlemagne,  the  taking  of 
interest  was  entirely  forbidden  by  the  canon  law.  This  marked 
the  restoration  of  the  Levitical  code  in  the  Western  Empire.  In 
A.D,  950,  the  same  prohibition  was 'adopted  in  the  Eastern 
Empire,  in  the  Basilican  code.  From  this  moment  the  entire 
Christian  and  commercial  world  was  forbidden  to  take  interest. 

At  Westminster,  England,  September  9,  1126,  at  a  grand 
council  of  the  church,  all  clergymen  were  ordered  to  abstain 
from   interest  and  "base  lucre," — usuram  et  turpc  lucrum — 
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from  which  it  would  seem  that  the  general  interdiction  of  the 
canon  law  had  not  proved  sufficient  In  1 197,  reign  of  Richard  I, 
all  Christians  were  forbidden  to  take  interest.  This  threw  the 
stigmatized  trade  into  the  hands  of  the  Jews,  who,  from  the  fact 
that  the  Scripture  does  not  forbid  the  taking  of  usury  from  Gentiles 
and  strangers,  had  no  scruples  on  the  subject,  and  grew  rich 
by  it.  In  11 80  they  owned  one-half  of  Paris,  in  France! 
(Hallam,  Middle  Ages^  i,  157.)  However,  to  "equalize"  mat- 
ters again,  the  royal  plunderers,  when  they  did  not  directly  share 
the  profits  of  usuty  {^Nenv  Tork  Social  Science  Review^  p.  35S), 
robbed  the  usurers  outright  (a).  Henry  III,  in  1253,  robbed  and 
slew  seven  hundred  of  them.  Charles  II,  in  1672,  openly  plun- 
dered them.  Intermediately,  the  story  is  the  same,  right  along. 
After  the  first  event,  interest  rose  to  50  to  70  per  cent  (Hume, 
Hist.  Eng*^  chap,  xii,  and  Matthew  Paris)  ;  and  after  the  second, 
loans  were  impossible  to  negotiate.  (Somers*  Collection  of 
Tracts,  vol.  iv,  p.  67,  quoted  in  Sinclair's  Hist.  British  Revenue^ 
London,  1803,  i,  400.)  It  is  curious  that  the  small  portion  of 
this  plundered  money  afterward  recognized  as  an  obligation  by 
government,  forms  the  basis  of  the  present  national  debt  of  Great 
Britain,  and,  in  point  of  fact,  is  unpaid  to  this  day  !  (His.  Rev., 
by  James  Postlethwayt,  p.  107.) 

These  repeated  acts  of  robbety  and  oppression  had  two  remark- 
able efifects  upon  the  history  of  interest.  First,  by  impoverishing 
the  Jews  it  forced  Christians  into  the  coveted  and  indispensable, 
but  interdicted  trade ;  and  second,  by  forcing  Christians  into  it, 
it  forever  broke  down  the  barriers  which  Leviticus  and  the  church 
had  raised  up  against  it.  At  this  point  in  history,  it  dropped  its 
disreputable  name  of  usury,  and  adopted  the  parvenu,  but  now 
entirely  respectable,  title  of  Interest 

It  is  about  this  time  that  we  have  the  earliest  record  of  the 
rates  paid  for  money.  The  following  will  be  found  mentioned 
in  an  essay  on  the  subject  which  I  published  in  1865  (New  York 
Social  Science  Review,  i,  357)-  For  soipe  of  the  rates  mentioned 
I  am  indebted  to  Walford's  Insurance  Guide,  London,  1S57  - 

Markbt  Rates  of  Intbrbst  in  England. 

Date.  Place.                           Condition,                               Ratef.c. 

1 173  Norwich,  Eng.y  Convent  bond 161019 

1372  York,  '*        Nobleman's  bond ^3 

1547  London,     "        Royal  bond 24 

15 S3  **           "            "        "     and  mortgage     ...                 13 

1560  "            "            «*        «<               ««               ....               14 
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Date.  Place,                           Condition,                               Ratep.c. 

1624           London,  Eng.,  Royal  bond 8 

1641  *•  **  Parliamentary  loans 10 

1641  ««  «                     i.               «         8 

1650  "  "  Land  Purchages 6  to  7 

1655  "  **  Exchequer  bills 8  to  12 

1670  *'  "  Market  rate 7 

1680  *'  '*  Municipal  loan 4  to  5 

iCSogo  '*  *'  Exchequer  tallies 10  to  13 

**  **  "  East  India  Company's  loan  ...  4 

"  "  "  Gold«^miihs*  call  loans 6 

1697  "  "  Bond  and  mortgage 6  to  10 

17CO  "  "  Exchequer  bills 5)^ 

1704-1815  "  **  Bank  rate  of  discount 4  to  5 

181V1S21  "  "              .i          **          *«             ^ 

l82I-l82«;  "  "                  a             a             It             ^ 

1S25-1S27  "  "                   a             a             li                ^ 

1827-1836  "  **                  it             it             u             . 

'IS36  "  *«            "         "         "           ^yi 

<c  it  <(  <(  It 


1537  •*  "  ».»»•»  ^ 

1538  "  **  "  **  **  4 

1839  **  "  **  **  "         4  to  6 

1840  "  "  "  "  **  4>^  to  5         . 

1840-1843         "  **  ti         ti         It         5        \ 

1543  *«  *«  tt         tt  tt  ^ 

1544  "  **  **  "  **  2'^ 

Through  the  operations  of  the  Bank  Act  of  1S44,  the  rate  of 
discount  from  this  time  forward  merely  indicates  the  temporary 
plentifulness  or  scarcity  of  the  bank  reserve. 

These  scattered  data  might  be  greatly  multiplied  had  I  time  to 
consult  works  of  reference ;  but  those  adduced,  strengthened  by 
my  general  recollection  on  the  subject,  prove  at  least  one  point 
of  interest  in  this  connection  ;  that  the  rate  of  interest  in  England 
has  steadily  fallen  during  the  past  seven  hundred  years,  and  fallen 
at  a  sensible  rate,  and  that  on  the  average  it  is  lower  at  the  pre- 
sent epoch,  than  ever  before.  Let  us  now  glance  at  its  history  in 
Europe  generally. 

Market  Rates  in  Other  Countries. 

Date,            Place,             Condition.  Pate, 

1 171  Venice,  forced  loan 4 

1201  Flanders,  market  rate 20  to  30 

131 1  France           **          **        30 

133^  Florence,  exchequer  loans 15 

1490  Piacenza,  market  rate 30  to  40 

1545  Genoa            **         ** 10 

1560  Antwerp,  loan  to  Queen  Elizabeth  of  England,      .     .  10  to  12 

1560  France,  national  dtbt 12 

1566  LfOw  countries,  market  rate      .     .     .    « 12 

iCoo  Spain,  market  rate 10  to  12 

1600  Venice,     **         " 15 

1600  France,     **         " 8>^  to  10 

1600  Low  countries,  market  rate 6 
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Date,  Place,            Condifion,  Pate. 

ir)SO           Low  countries,  national  debt 5 

1655              **            **                *•          " 4 

]f)6o           Sweden,  market  rate 10 

1660  Ik.  Rarbadoea     **             25 

16^10           Turkey,                •*           20 

1(161            Scotland,             **              10  to  12 

1690           Holland,              **           3  to  4 

1CS5           States  of  the  church,  market  rate  (^) 2% 

1700  **          **               bond  and  mortgage    ....  3 

Except  in  Venice,  and  perhaps  in  some  other  of  the  former  repub- 
lics of  Italy,  where  contrary  to  the  general  course  of  countries,  the 
government  and  state  of  society  has  retrograded  instead  of 
advanced,  the  rate  of  "  interest "  in  Europe  generally  presents  the 
same  aspect  of  steady  and  material  decline.  This  decline  is 
doubtless  due  less  to  the  increase  of  weallh  than  the  increase  of 
security.  There  are  many  countries  in  Europe  which  were  once 
richer  in  re-productive  wealth  than  they  are  now,  but  where  the 
rate  of  interest  has  nevertheless  fallen.  When  the  history  of  interest 
is  studied,  this  observation  will  receive  striking  confirmation  ; 
for  there  we  shall  find  instances  where  states  have  doubled  and 
quadmpled  their  capital  in  a  single  decade  without  any  percep- 
tible fall  in  the  rate  of  interest ;  while  a  trifling  political  disturb- 
ance has  sufficed  to  increase  it  many  fold. 

Legal  Rates  of  Interest  for  Centuries  back. 

The  very  little  bearing  which  the  legal  rate  of  interest  has  upon 
the  market  rate  is  scarcely  apology  enough  for  referring  to  it  here. 
But  briefly,  interest  or  "usury"  was  first  permitted  in  England 
in  1545  and  tlie  limit  fixed  at  10  per  cent;  1552,  interest  was 
again  forbidden  ;  1571,  re-enactment  of  10  per  cent  limit ;  1624, 
8  per  cent;  1651,  6  per  cent;  1715,  5  per  cent;  1856,  interest 
made  free.  The  following  table  aflTords  the  only  information  I  can 
put  my  hands  upon  in  this  emergency,  of  the  legal  rates  of  interest 
in  other  European  countries  in  past  ages : 

Table  showing  the  legal  rates  of  interest  which  were  enacted 
in  Continental  Europe  at  various  times. 

Tear.  Conntry.                                                                            Legal  Rat^, 

1228        Verona      .     .' \i% 

1270        Arragon      .    • 18 

1270        Modena 20 

1272        France,  limit  for  Jews 48 

1311  '*  **      fairs  of  Champagne 20 

1600  "        06X 

1661  "  07 
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Tear.         Country.  *  Legal  Rate. 

154^  Low  countries 12 

iiS40  **  **  05 

16S0  "  "  04 

1720  "  "  03 

1760  "  "  02 

15S6  Scotland 10 

1660  Sweden       06 

The  effect  of  a  legal  upon  the  market  rate  is  to  heighten  rather 
than  lower  it,  since  the  penalties  which  accompany  usury  laws 
enhance  the  risk  of  lending.  Nevertheless,  since  important  com- 
mercial laws  are  scarcely  ever  fiagrantl}'^  arbitrary — for  commerce 
controls  the  necessities  of  kings  and  parliaments  as  well  as  those 
of  merchants — the  legal  rate  is  generally  something  of  a  rude 
approximation  to  the  market  rate.  Taking  this  rule  for  a  guide, 
we  have  another  proof  that  the  rate  of  "interest"  has  hitherto 
steadily  declined. 

PRESENT    (temporary)    MARKET   RATES  ON   SHORT   LOANS   AND 

THE   BEST   SECURITIES. 

The  following  table  shows  the  rates  of  interest  current  in  open 
market  in  the  leading  cities  of  the  world,  in  the  early  part  of 
May,  1872 : 

London,  (Rtringency) 3J^ 

Paris,  (stringencj) 4^ 

Amsterdam 2)^, 

Hamburg 3 

Berlin , 3^ 

Frankfort 3^ 

Vienna  and  Trieste 5 

Madrid,  Cadiz  and  Barcelona 6 

Lisbon  and  Oporto 7 

St.  Petersburg,  (stringency) 7 

Brussels 3^ 

Tui  in,  Florence  and  Rome 5 

Antwerp 3|^ 

Bremen 2^ 

Leipzig 4/5 

Melbourne 8 

New  York,  (stringency) 5 

III. — History  op  Interest  in  the  United  States. 

Rate  of  interest  yielded  on  investments  in  U.  S.  bonds  at  intervals  from 

179S  to  the  present  time. 


Year,  Rate  f.  cent.  Remarks, 

ijtfi               .oS  Peace,  S*s 

i.SQ.jj               .o6yi  "      6's 

xSo6               .05  "      3's 

1806  .06^  "       6*8 

1807  .04X  "      3'8 


7^ear.      Rate  /.  cent.  Remarks. 

1S07                 .06H  •*       6'8 

1808  .06  "       6'8 

1809  .05;^  "  6's 
1S12-14  .10  War  8*s 
1S13      .o6>i  "   6*8 


V 
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Tear. 

1S14 
1815 
iSiJS 

1SI7 

iSiS 
IS2I 

1S34 
1S44 
1854 

1859 
iS;9 

1S60 

1S61 

1S61 

1S61 

1S62 


RaUf,  cent. 

Remarks, 

.o6>i 

War,  r,'« 

.07^ 

*•      6'8 

.o6>< 

Peace,  6's 

.06 

**        6'8 

.06 

"       6*8 

.04V 

Peace. 

.03X 

(i 

.04^ 

"      S's 

.0434: 

"      5'8 

.03  X 

"       O's 

.04^-^ 

"        5'8 

.03X 

"          C'8 

.05 

"         6'8 

.oSX 

War,  5'8 

.07 

"        6*8 

.06    War  6' 

B^  Av.  ofall 

>the  gold 

.0654    "    " 

3  bonds. 

Trar,  ^  Rate  f,  cent.  Remarks. 

1S63  .07X     War.  )Av.ofaIl 

1864  .loX        "     ?   the  gold 

xii65  .o8>5        "     J  bonds. 

Average  rate  yielded  by  all  Kold 
interest  bond  investments  during 
war,  .oSX 

Average  rate  yielded  by  all  cur- 
rency interest  bond  investments 
during  war,  .lo^ 


1866 
1S67 
i8'»8 
1869 
1870 
1871 
1S72 


.08 
.07 
.06X 
.0614: 

.0634: 

.06X 
.c6 


Peace,  6*8 


But  owing  to  the  long  continued  existence  of  those  political 
disturbances  which  culminated  in  the  late  civil  war,  these  facts 
serve  rather  to  show  the  fluctuations  which  have  occurred  in  the 
credit  of  federal  government,  than  the  course  of  the  rate  of 
"  interest."  This  view  is  confirmed  by  the  fact  that  the  bonds 
of  the  several  states  of  Massachusetts,  New  York,  and  Ohio 
stand  higher  in  the  market  than  those  of  the  federal  government, 
a  fact  due  mainly  to  the  temporary  inferior  credit  of  the  latter. 
Capital  is  loaned  on  private  credit  at  rates  more  favorable  still. 
The  rates  charged  for  loans  of  money  "  on  call "  are  affected 
more  by  the  immediately  local  supply  and  demand  of  currency 
for  the  time  being  than  by  any  of  those  more  basic  and  perman- 
ent causes  and  influences  which  eventuate  in  an  average  rate  of 
interest.  For  this  reason  they  will  not  be  adduced  in  supfx}rt  of 
the  assertion  last  made.  They  are  nevertheless  adduced  in  this 
place,  together  with  the  current  market  rates  of  interest  on  vari- 
ous classes  of  securities  throughout  the  United  States,  because 
of  their  general  pertinence  in  tliis  connection : 
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T€LbU  showing  the  Market  Rates  of  Interest  in  certain  principal 
States  of  the  United  States  in  the  year  1872,  after  a  Table  on  the 
same  subject  compiled  in  1866,  and  published  in  "Statistics  of  the 
United  States**  by  Alexander  Delmar,  Director  of  the  Bureau  of 
Statistics. 


Locality. 


Alabama — Mobile 

Arkansas — Little  Rock 

California — San  Francisco  . . . 

Connecticut — Hartford 

Delaware — Wilmington 

Dist.  Columbia— Washington. 

Illinois — Chicago 

Indiana — Indianapolis 

Iowa — Burlington 

Kansas— Leiiven  worth 

Kentucky— Louisville 

Louisiana — New  Orleans 

Maine— Portland 

Maryland — Baliimore 

Massachusetts— Boston 

Michigan — Detroit 

Minnesota — St.  P.<ul 

Missouri — St.  Louis 

New  York — ^Albany 

New  York — New  York 

Ohio — Cleveland 

Pennsylvania — Philadelphia . . 

Pennsj^lvania— Pittsburg 

Virginia— Richmond 

West  Virginia— Wheeling 

Wisconsin — Milwaukee 
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But  the  rates  allowed  on  bank  balances  do  furnish  a  tolerably 
correct  indication  of  the  prevailing  rates  of  interest  on  good 
security  in  a  given  locality,  and  these,  in  New  York,  will 
hardly  average,  taking  savings  and  private  banks  together,  more 
than  3K  to  4  per  cent.  The  same  rate  will  hold  good  for  Phil- 
adelphia. But  in  Boston,  I  am  informed,  that  the  rate  allowed 
on  the  same  class  of  security  is  fully  one-half  of  one  per  cent 
below  that  current  in  New  York. 

There  is  yet  another  indication  to  the  average  rate  of  interest 
earned  by  capital  in  the  United  States  during  long  periods,  which 
is  fully  as  safe  and  immeasurably  broader  than  that  afforded  by 
the  rates  paid  for  bank  balances. 
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The  nature  of  interest  {c) — a  subject  which  will  be  treated  in 
its  due  order — proves  that  the  net  rate  of  interest  realized  in  a 
community,  state,  or  nation,  of  any  considerable  size,  is  necessarily 
correctly  marked  by  the  rate  at  which  the  wealth  of  such  com- 
munity, etc.,  augments,  after  allowance  is  made  for  augmentation 
or  diminution  by  removal,  emigration,  war,  or  other  exceptional, 
arbitrary,  or  violent  causes.  In  other  words,  tliat  in  the  long  run, 
the  annu?l  rate  at  which  the  whole  mass  of  capital  increases,  and 
the  average  annual  rate  paid  for  the  loan  of  any  portion  of  it,  is 
necessarily  the  same  (</)• 

Taking  this  great  principle  for  a  guide,  we  find  that  the  net 
increase  of  wealth  in  such  states  of  this  Union  as  have  been  least 
disturbed  by  any  of  the  exceptional  causes  alluded  to,  was  during 
the  forty  years  from  1S30  to  1870,  as  follows:  Maine  4>i  per 
cent ;  New  Hampshire,  4 ;  Vermont,  3  ;  and  Massachusetts,  3>i  {e) 
Connecticut  has  been  largely  affected  by  the  overflowing  of  New 
York  population  and  wealth  caused  by  the  abundant  immigration 
of  both  into  the  last  named  state  from  abroad.  Rhode  Island 
(the  other  New  England  state)  has  been  affected  by  other  excep- 
tional causes. 

The  indications  presented  by  this  view  of  the  subject,  as  well 
as  that  afforded  by  the  sales  of  our  Federal  bonds  at  the  most 
favorable  period  in  our  history,  point  to  3  to  3^  per  cent  per 
annum  as  tlie  net  rate  which  in\estments  of  capital  have  realized 
in  the  United  States,  from  the  foundation  of  the  government  to  a 
recent  period. 

The  rates  actually  realized  by  certain  leading  life  insurance 
companies,  which  have  been  adduced  in  a  paper  on  this  subject 
read  by  Mr.  William  Barnes,  at  the  October  session  of  your  con- 
vention, are,  in  my  opinion,  not  entitled  to  be  regarded  as  valid 
evidence  at  all. 

1st.  Because  they  do  not  prove  what  average  rate  of  interest 
has  been  realized  by  all  companies,  tlie  weak,  the  inexperi- 
enced, the  insolvent,  and  the  bankrupt,  as  well  as  the  ably- 
mana^cd,  the  experienced  and  the  successful. 

2iui.  Because  they  only  embrace  an  average  period  of  eleven 
\eais,  one  entirely  too  short  for  any  such  conclusion  as  that 
( .ached,  which  affects  the  entire  future  of  life  insurance  contracts. 

3rd.  Because  they  embrace  the  period  of  the  late  civil  war, 
when  the  interest  accounts  of  the  companies  adduced,  were 
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largely  swollen  by  accessions  of  revenues  from  "  premium  on 
gold,"  an  item  which  by  no  conceivable  sort  of  logic  can  p'-oporly 
be  included  in  interest  (y). 

4th.  Because  no  allowance  is  made  for  the  cost  of  superin- 
tendence. 

Deducting  gold  premium,  allowing  for  losses  of  the  whole 
or  part  of  the  principal  sustained  by  the  companies  adduced,  and 
those  not  adduced,  and  allowing  also  for  the  cost  of  supervising 
the  loans,  and  I  think  it  will  be  difficult,  even  during  the  brief 
and  exceptionably  prosperous  period  covered  by  the  tables  alluded 
to,  when  the  currency  was  continually  increased  by  new  emis- 
sions of  legal-tender  paper  money,  when  nominal  prices  kept 
continually  advancing,  and  when  commercial  failures  were  nut- — 
to  show  that  even  4  per  cent,  ttet^  in  gold,  or  equally  good  money 
with  that  loaned,  was  earned  upon  the  investments  mstanCcd. 

IV. — The  Ultimate  Causes  of  a  Rate  of  Interks  r. 

These  may  be  briefly  summarized  in  the  form  of  a  diagram : 

Interest: 
(as  the  term  is  commonly  used.) 
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Cost  of  superinten-  Net  interest,  or  Usufruct,  Risks. 


upe 
)flc 


dence  of  loans.  or  Capital  Gain. 


■^  r  *  >  /- 


uftra- 


I  3  1  3  13 

Duration  of      Progress  of     Production.    Abstinence.      Vi:al.     Political, 
Human  life.         the  Arts.  Legal,  and    Social. 

Commercial. 


■         'y ' 

Growth. 


If  this  diagram  seems  a  little  fanciful,  the  fact  is  due  less  to 
incorrectness  in  respect  of  the  relations  indicated,  than  to  the 
difficulty  of  properly  expressing  such  relations  in  a  pictorial 
manner. 

Interest  depends  directly  upon  the  usufruct  or  the  net  rate  of 
the  increase  of  capital.  This  again  depends  upon  Abstinence ; 
and  Abstinence  upon  the  least  consumption  of  the  total  product 
of  labor,  compatible  with  average  enjoyment  Consumption  is 
restrained  and  Production  stimulated  mainly  through  the  develop- 
ment of  the  vital  and  other  forces  of  nature. 

Interest  rests  finally  upon  Growth ;  fof  pared  down  to  its  core, 
it  is  simply  the  rate  at  which  Production  exceeds  Consumption. 

Interest  depends  collaterally  upon  two  other  elements,  the  first 
of  which  is  Risk.  Risk  is  divisible  into  commercial  and  political 
Risks ;  and  these  depend  upon  Government  and  Justice. 
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Interest  depends  upon  the  cost  of  superintending  loans  of  capi- 
tal ;  and  this  depends  upon  two  other  elements,  the  Progress  of 
the  Arts  in  economizing  labor,  and  the  Duration  and  Intensity  of 
Life  in  increasing  our  sum  of  individual  capacity  to  perform 
labor. 

Lastly,  Interest  rests  upon  Growth  and  Credit. 

It  would  seem  that  Interest  is  a  subject  somewhat  more  com- 
plex than  is  commonly  supposed ;  and  that  interest  without  the 
cost  of  superintendence,  or  interest  without  risk,  proves  to  be 
quite  a  different  thing  from  interest  constituted  of  both. 

That  a  function  so  complex  as  interest,  should,  under  all  cir- 
cumstances, whether  embracing  the  elements  of  Labor  and  Risk, 
or  not,  be  known  by  the  simple  name  of  Interest,  goes  to  prove 
what  little  attention  has  been  paid  to  its  analysis.  If  the  word 
usufruct  were  used  to  signify  net  interest  or  capital-gain,  or 
interest  divested  of  the  cost  of  superintendence  and  risk,  a  very 
useful  and  necessary  term  would  be  added  to  the  language. 

In  order,  roughly,  to  illustrate  the  various  elements  that  enter 
into  Interest,  let  a  loan  of  money,  unsecured,  say  for  example  on 
single  name  commercial  paper,  in  the  state  of  New  York,  at  the 
utmost  legal  limit,  seven  per  cent,  be  instanced. 

Of  this  seven  per  cent  perhaps  one-half  of  one  per  cent  is  a  fair 
compensation  for  labor  performed,  or  time  lost,  either  in  waiting 
for  the  borrower  to  come,  or  upon  him  when  he  does  come,  or  in 
drawing  or  printing  and  stamping  the  notes,  bonds,  or  other 
evidences  of  debt;  or  in  collecting  it  when  due — say  one-half 
per  cent. 

Then  for  the  risks  of  war  or  civil  commotion  which  may  viti- 
ate the  contract,  or  render  it  worthless,  let  a  similar  amount  be 
allowed — say  one- half  per  cent. 

Then  for,  I  regret  to  say  it,  comparatively  the  greatest  risk  of 
all  in  New  York,  that  of  the  law  power  proving  inadequate  to 
compel  due  observance  of  the  contract,  and  also  for  the  risk  of  ex 
post  facto  or  other  laws  which  may  be  passed  and  impair  the 
contract — say  one  per  cent. 

Then  for  the  risk  that  the  borrower  may  fail  to  pay  the  debt 
when  due,  either  from  temporary  inability,  or  permanent  insol- 
vency— say  one  and  one-half  per  cent. 

Finally,  for  the  risk  that  tlie  agent,  if  any,  or  the  immediate 
lender,  may  fail  to  collect  the  debt,  either  through  inexperience, 
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neglect,  absence,  sickness  or  death ;  and  for  other  remote  risks,    | 
such  as  forgery,  the  dishonesty  of  agents,  attorneys,  or  trustees, 
etc. — say  one*half  per  cent 

Usufruct,  and  Interest,  Illustrated. 

Net  interefit,  or  usufruct, 3 

Labor  of  nuperintendence yi 

Risks: 

Political }i 

Legal I 

Commercial 1^ 

Personal  (^) »)^— 3K 

Interest,  loaded  (or  "interest")  as  commonly  understood      .    .  7 

Any  rate  exceeding  the  legal  limit  is  termed  usury ^  or  interest 
interdicted. 

Tjie  term  "  interest"  is  often  used  indifferently  with  reference 
to  both:  I  St.  net  interest,  or  usufruct;  2nd.  interest  loaded. 
When  used  with  reference  to  life  insurance  valuation,  or  premium 
tables,  it  is  always  net  interest  that  is  meant,  because  the  ele- 
ments of  labor  and  risk  that  enter  into  the  composition  of  loaded 
interest  are  entirely  extraneous  to  the  necessary  elements  of 
calculation  upon  which  such  tables  are  predicated. 

It  is  claimed  that  a  general  review  of  the  foregoing  facts  lead 
substantially  to  the  following  conclusions : 

1.  The  rate  of  loaded  interest,  or  "the  rate  of  interest"  as  the 
term  is  generally  used,  has  a  tendency  to  fall. 

2.  The  rate  of  net  interest,  or  usufruct  of  capital,  or  "  interest" 
divested  of  superintending  labor  and  risk,  has  a  tendency  to  rise. 

V. — Influences  at  Work  in  the  United  States. 

Beside  the  permanent  tendency,  as  it  appears  to  me,  of  net 
interest,  to  rise,  as  the  rate  of  production  gradually  exceeds  that 
of  consumption,  {h)  there  are  certain  other  influences  at  work 
which  more  or  less  temporarily  affect  the  rate  of  loaded  interest 
in  the  United  States.  The  first  of  these  finds  its  origin  in  a  com- 
parison between  our  political  and  social  affairs  and  those  of  other 
nations.  A  steady  influx  of  capital  into  this  country  from  coun- 
tries where  lower  rates  of  interest  prevailed,  occurred  from  the 
close  of  the  war  of  1812  (/)  to  the  opening  of  that  of  1861.  Then 
the  tide  turned  backward,  until  success  rewarded  our  arms,  when 
it  resumed  its  previous  flow  with  a  vigor  increased  many  fold,  so 
that  while  the  sum  of  foreign  investments  in  this  country  was 
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estimated  at  222  millions  in  1S53,  and  was  probably  considerably 
increased  up  to  1S61,  then  so  largely  withdrawn  as  to  amount  to 
but  a  comparatively  insignificant  sum  toward  the  end  of  the  civil 
war,  it  is  now  estimated  by  financial  writers  at  about  1,500 
millions.  This  influx  of  capital  has  hitherto  tended  to  lower  the 
rate  of  loaded  interest  in  the  United  States.  What  further  effect 
this  influence  is  destined  to  have,  depends  much  upon  the  course  of 
affairs  in  Europe  ;  for  it  would  seem  that  the  rate  of  loaded  inter- 
est in  the  chief  money  markets  of  the  two  hemispheres  is  almost 
equalized  already.  In  some  places  indeed,  and  on  seemingly 
equally  good  security  it  is  at  present  higher  in  Europe  than 
America ;  but  this  is  not  general,  and  may  be  but  temporary. 

Another  class  of  influences  find  their  origin  in  the  course  of  our 
political  and  social  history  regarded  by  itself.  Previous  to  the 
civil  war  the  contentions  which  arose  out  of  the  subject  of  shivery 
tended  to  enhance  the  loaded  rate  of  interest,  while  low  rates  of 
federal,  state,  and  municipal  taxation,  and  a  continually  improv- 
ing administration  of  justice,  tended  to  lower  it  Since  the  war 
these  influences  have  to  a  great  degree  changed  places.  The 
permanency  of  the  federal  government  seems  more  assured,  but 
taxation  has  swollen  to  an  extent  previously  deemed  impossible, 
\k)  and  is  coupled  with  a  public  wastefulness  so  general  and  so 
enormous  (/)  as  to  seriously  affect  prices,  including  the  price  of 
loans  of  money  ;  while  the  administration  of  justice  has  grown  so 
uncertain  as  to  have  somewhat  impaired  public  confidence  in  the 
impartiality  of  the  courts  {m), 

I  trust  that  these  influences  are  but  temporary,  but  whether 
they  are  or  not  is  a  calculation  lying  entirely  beyond  the  province 
of  this  paper. 

VI. — The  Present  General  Tendency  of  the  Rate  of 

iNTERESr. 

The  sudden  and  surprising  development  of  unsuspected  forces 
in  nature  which  has  taken  place  since  the  beginning  of  this 
century,  the  improvement  in  hygiene  and  modes  of  living,  the 
progress  of  invention  and  mainly  the  substitution  of  steam-power 
and  electricity  for  vital  forces,  the  advance  of  agriculture,  the 
tried  solidity  of  representative  government,  the  paramount  author- 
ity accorded  to  law,  the  improved  forms  of  credit  that  have  been 
introduced,  are  all  causes  which  should  result,  and  which,  we 


211 

know  have  resulted,  practically,  in  the  increased  ability  of  man- 
kind to  save.  The  increase  indicated  deductively  by  the  general 
facts  adduced,  is  proved  inductively  by  the  statistics  of  savings 
banks  in  various  countries.  While  it  does  not  follow,  because 
the  savings  of  certain  classes  in  given  countries,  and  at  a  given 
period,  increase,  that  abstinence  and  its  fruit,  capital,  increase,  and 
that  opportunities  for  the  employment  of  capital  increase ;  yet  it 
does  follow  that  a  slow  but  general  average  improvement  in  the 
condition  of  mankind  in  given  countries  (I  mean  its  condition 
irrespective  of  government),  coupled  with  such  a  progressive 
advanee  in  the  arts  as  the  past  era  exhibits  and  assures  for  the 
future,  bespeaks  a  gradual  increase  in  the  rate  of  net  interest  or 
usufruct  of  capital  in  those  countries. 

These  signs  of  progress  are  not  confined  to  the  United  States 
but  are  to  be  observed  all  over  the  world.  Barbaric  races  are 
being  brought  to  civilization ;  the  enslaved  are  being  brought 
into  the  arena  of  freedom  ;  the  desire  of  wealth  is  extending,  and 
the  means  of  accumulation  multiplying;  civilized  nations  are 
advancing  into  Asia  ;  commercial  enterprise  is  penetrating  Africa  ; 
hardy  and  thrifty  races  are  diffusing  themselves  over  the  wilds 
of  America ;  the  steam  engine  has  made  its  appearance  in  China ; 
railways  are  spanning  India ;  and  a  circle  of  electric  wires  is 
being  wound  around  the  entire  globe.  Myriads  of  human  lives 
that  before  were  passed  in  the  night  of  serfdom,  barbarism  and 
sensuality  are  passing  into  the  broad  day  of  liberty,  civilization 
and  thrift ;  capital  is  being  rapidly  garnered  in  vast  masses,  and 
as  rapidly  again  diffused  into  countless  channels  of  profitable 
employment.  The  spirit  of  enterprise  and  providence  affects  the 
whole  human  race  ;  old  and  restrictive  forms  of  social  organiza- 
tions are  disappearing;  new,  higher  and  stimulating  forms  are 
springing  up  in  their  place ;  the  nearly  extinguished  momentum 
of  long  fatigued  vital  forces  is  being  replaced  by  the  fresh  and 
powerful  stimuli  of  newly  discovered  and  newly  subdued  physical 
forces ;  tlie  demand  for  capital  is  increasing ;  and  the  rate  of  net 
interest  must  advance ! 

Men  are  no  longer  simple  organizations  of  rude  muscular  force  ; 
they  are  the  intelligent  guides  of  powerful  engines  and  machines, 
which,  under  their  direction,  peribrm  prodigies  of  skilled  labor, 
each  day  eclipsing  the  prodigies  of  the  day  before.  Each  man 
thus  becomes,  so  far  as  production  is  concerned,  as  efi'ective  as 
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were  several  men  forty  or  fifty  years  ago ;  and  instead  of  occupy- 
ing himself  as  he  was  obliged  to  do  then,  in  devising  how  best  to 
distribute  the  little  he  produced,  he  is  continually  entertaining 
new  wants,  and  encouraging  new  desires.  All  this  betokens  a 
radical  change  in  the  former  relations  of  production  and  con- 
sumption— a  change  due  to  the  70,000  miles  of  railway,  and  to 
the  countless  steam  engines  and  labor-saving  machines  which 
this  country  now  possesses,  and  of  which,  half  a  century  ago,  it 
scarcely  dreamed.  And  from  this  change,  which  is  as  yet 
scarcely  accomplished,  must  necessarily  result  a  change  in  the 
direction  of  the  tendency  of  the  rate  of  interest 

My  opinion  is  that  up  to  within  the  last  half  century,  both  the 
rate  of  loaded  interest  and  of  net  interest,  declined ;  tlie  former 
because  of  increased  security,  the  latter  because  of  diminished 
means  of  employment  for  capital. 

Since  the  commencement  of  the  last  half  century,  while  the 
rate  of  loaded  interest  has  continued  to  decline  in  consequence  of 
continued  and  increased  security,  I  believe  that  the  net  rate  has 
advanced  by  reason  of  the  conquests  of  steam  and  electricity. 

The  current  rate  of  interest  on  the  best  securities  in  Holland 
during  the  last  century  was  not  above  2  per  cent.  With  no 
material  changes  in  the  form  of  its  government,  or  the  spirit  of  its 
laws,  that  rate  has  since  advanced.  The  same  thing  may  be;  said 
of  England,  though  in  a  lesser  degree.  In  1757  the  3  per  cents 
were  funded  at  par.  They  now  stand  at  93.  In  Germany,  of 
late,  the  rate  of  interest  has  advanced.  In  this  country,  from 
thirty  to  seventy  years  ago,  the  rate  of  interest  as  roughly  indi- 
cated by  the  market  prices  of  government  bonds,  was  not  much 
over  half  the  present  rate ;  and  although  something  of  this  great 
difference  may  be  due  to  the  altered  credit  of  the  government,  yet 
only  something  of  it  is,  and  not  all  of  it. 

It  is  a  common  saying,  now,  that  money  flows  toward  a  low 
rate  of  "  interest'*  So  it  does — for  security ;  but  it  flows  also 
towards  a  higher  rate — for  investment.  Yet  since  money  on 
the  whole,  flows  more  toward  than  from  London,  Amsterdam, 
Frankfort,  etc.,  where  the  lowest  rates  of  interest  prevail,  it 
follows  that,  though  seemingly  lower,  the  rates  current  in  those 
cities  are,  in  the  long  run,  and  all  tilings  considered,  higher. 
This  fact  serves  to  mark  the  distinction  between  net  and  loaded 
interest,  and  somewhat  also  to  confirm  the  belief  that,  generally, 
the  net  rate  of  interest  is  advancing. 
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Vn. — ^Its  Prbsbnt  Tbndbncy  in  the  United  States, 

Though  for  the  present,  and  on  the  whole,  the  net  rate  of  inter* 
est  in  the  United  States  may  possibly  be  slightly  higher  than  the 
net  rate  of  interest  generally  (though  this  is  doubtful),  there  are 
no  reasons,  so  far  as  I  can  see,  for  believing  that  its  tendency 
here,  differs  from  its  tendency  generally.  That  tendency,  as  has 
been  already  indicated,  is  believed  to  be  upward. 

A  Safe  Rate  for  Life  Insurance  Companies. 

If  now  I  were  asked  the  practical  question :  What  is  a  safe 
rate  to  assume  for  life  insurance  companies  in  this  country  during 
the  next  half  century,  I  should  say  4  per  cent  per  annum,  although 
in  well-managed  companies  4/^,  or  even  5,  might  be,  and 
undoubtedly  are,  practically,  rates,  safe  enough.  But  were  the 
question  on  the  adoption  of  a  valuation  table  I  should  not  hesi- 
tate a  moment  in  declaring  for  a  four  in  preference  to  a  four-and- 
a-half,  or  any  higher  rate. 

I  believe  that  tlie  time  will  come,  though  not  in  this  generation, 
when  a  four-and-a-half  per  cent  table  will  be  more  desirable ; 
but  it  has  not  come  yet. 

The  Future  of  American  Securities.  ' 

• 

If  I  were  asked  another  practical  question:  What  is  the 
probable  future  of  American  securities  ?  I  should  reply,  without 
a  moment's  hesitation,  that  all  secure  and  flawless  investments 
yielding  interest  or  dividends  to  the  amount  of  4K  per  cent  per 
annum,  and  not  maturing  within  fifty  years,  are  destined  to 
realize  par,  and  to  exceed  par  in  proportion  as  the  interest  or 
dividends  on  them  exceed  4>i  per  cent. 

It  should  be  borne  in  mind,  however,  that  by  "  secure "  is 
meant  divested  of  all  risk ;  and  by  '^  dividends,"  not  expectant 
dividends,  but  dividends  assured  (»). 

The  Bonds  of  the  United  States. 

If  asked  the  same  question  with  reference  to  the  bonds  of  the 
federal  government,  I  should  say,  that,  with  a  material  ameliora- 
tion of  taxation,  they  can  be  funded  into  4  per  cent  perpetual 
annuities  before  the  end  of  this  century,  and,  in  my  opinion,  M/5 
iS  the  best  possible  form  into  which  the  debt  can  be  cast ;  be- 
cause it  will  enable  the  Treasury  to  take  advantage  of  the  pre- 
vailing, though,  as  I  believe,  erroneous  opinion,  that  the  rate  of 
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interest  ia  falling^.  Our  federal  bonds  have  hithcrfo  remained 
deprefssk^d — ^I  mean  since  the  close  of  the  war — mainly  {t6tn 
three  causes,  ist.  'The  strength  and  revenue  resouilces'of  the- 
gtFVcrtiment  were  not  sufficiently  well  appreciated.  Govern- 
ments nfeed  afdtertislngf,  as  well  as  individuals.  The  war  ad- 
vertised ours,  somewhat ;  but  our  statisticians  and  bankers,  in 
spite  of  their  desire  to  magnify  our  country's  resotfrces,  have 
actually,  from  maltreatment,  succeeded  in  belittling  them  {o). 
and.  Taxation  has  been  excessive,  and  although  it  is  being 
somewhat  reduced,  the  reduction  is  neither  motbtial  not"  rapid 
enough  (/).  3rd.  The  bonds  are  funded  at  tcfms'  of  tin*e 
entirely  too  short  This  is  stn  error  of  administrtition,  however, 
which,  happily,  under  the  act  of  April  12,  1S66,  is  susceptible  of 
being  remedied  by  the  Treasury  at  any  time.  In  a  word,  I 
regard  the  outstanding  bonds  of  the  United  States  even  upon'liie' 
conditions  of  liquidation'  now  attiached  to  them,  as  not  only  the' 
most  secure,  but  the  most  profitable  investment  within  the^ 
whole  rangb  of  present* observation. 

With  reference  to  the  above  predictions,  it  should  be  borne"  inf 
mind  that  I  leave  entirely  out  of  view  whatever  effect  rAsty  be* 
proiluced  bj^AiitK  a'chtfn^itl  the  now^prevwleftt  coiiviction  con- 
cerning tfat  tendency  of  the  rate  of  inlerest,  as  the  views  herein 
exprMsed,  or  iht  facts  aft  they  develop  tliemselves,  may  serve 
to  bring  about 

I  have  only  space  to  notice  a  few  that  occur  to  me  at  the 
moment  of  writing. 

I.  It  is"  not  true,  as  held  by  Professor  Perry  (Letter  to  Hon. 
6.  W.  SmlCfas  July  11,  1871,  published  in  Rep.  of  G>m.  on 
Interest,  Nat  Ins.  Con.,  1871)  and  others,  that  the  supply  of 
*^  legal-tender  paper  money,"  or,  indeed,  any  kind  of  money, 
permanently  affects  the  rate  of  interest  There  is,  indeed,  an 
interval  of  time  following  new  and  redimdant  issues  of  money 
(whether  specie,  as  when  Spain  was  flooded  with  gold  and  silveir, 
following  the  discovery  of  America ;  or  papefr,  as  when,  during 
the  late  war,  the  United  States  treasury  took  advantage  of  new' 
emissions  of  currency  to  "  fund  "  certain  bonds  at  lower  rates  of 
"  interest ")  when  the  rate  of  "  interest "  rises.  But  so  soon  as 
the  rise  in  prices  which  inevitably  follow^,  Suffices  to  employ  all 
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phenomenon  disappears.  See,  on  this  subject,  Essay  in  the  New 
York  New  JVia^ion^  June  25,  1864. 

The  employment  of  the  term  "  money "  as  synonymous  v/ith 
capital,  in  this  connection,  by  Prof.  Perry,  must  also  be  regarded 
as  erroneous.  Aristotle's  objection  to  usury,  on  the  ground  that 
money  could  not  grow,  might  possibly  have  some  reason  for  its 
basis  if  the  growth  of  all  capital,  or  its  power  to  stimulate 
gfTOwth,  were  as  restricted  in  degree  as  the  growth,  or  the  power 
to  stimulate  it,  which  pertains  to  money.  Live  stock,  corn, 
timber,  cotton,  wool,  etc.,  will  grow  and  increase  solely  by  the 
operation  of  natural  forces,  as  heat,  air,  moisture,  etc.  It  is  true 
that  these  forms  of  capital  will  grow  more  surely  and  rapidly  if 
tc  the  forces  of  nature  is  supplemented  the  labor  of  man  ;  nev- 
ertheless, they  will  grow  and  increase  without  it.  And  even 
gold,  silver,  iron,  houses,  ships,  and  other  inorganic  commodities, 
though  incapable  of  growth,  are,  nevertheless,  susceptible  of 
such  application  as  to  render  them  potent  instruments  to  stimu- 
late the  growth  of  animals  and  plants.  But -xnoney,.  when  it 
ceases  to  become  capital,  as  it  might,  if  hoarded,  or  if  issued  in 
excess  of  the  current  demand  *for  its  employment,  is  utterly 
incapable  either  of  growing  by  itself,  or  of  contributing  tow;ard 
the  growth  of  other  things.  It  is  solely  from  the  fact  that  capital 
will  enhance  in  quantity  by  growth,  while  it  is  in  the  hands  of  the 
borrower,  that  interest  is  defensible.  I  differ  from  the  accom- 
plished professor  with  great  reluctance,  but,  in  this  respect,  I 
am  compelled  to  take  issue  with  him  (^). 

2.  The  rate  of  "  interest "  is  a  term  improperly  used  when 
applied  to  the  rate  (often  lasting  but  a  few  hours)  which  indi- 
cates the  temporary  loanable  value  of  capital  in  a  stock  or  money 
market.  It  is  properly  used  only  when  applied  to  the  permanent 
loanable  value  of  capital. 

3.  To  ascertain  the  average  rate  of  "interest"  in  a  country, 
a  practice  has  obtained  of  adding  together  the  rates  current  at  a 
number  of  places,  and  dividing  the  quotient  by  the  number  of 
places.  This  is  erroneous,  the  amount  loaned  at  the  given  rate 
in  each  place  being  a  necessary  element  in  the  calculation. 

4.  A  certain  Mr.  O'Callaghan  published  a  work  against 
usury,  which,  in  1S56,  had  passed  through  no  less  than 
five  editions  in  New  York.     There  are  here  certain  journalists 
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"who  make  it  a  specialty  to  periodically  advocate  the  establish- 
ment of  an  illimitable,  irredeemable,  interchangeable,  elastic 
paper  currency  which,  they  claim,  will  permanently  reduce  the 
rate  of  interest.  There  is  a  society  in  New  York,  called  the 
American  Anti-Usury  Society,  which  maintains  that  the  giving 
of  interest  "  subverts  moral  principle,"  "  prevents  the  estab- 
lishment of  truth  and  righteousness  among  men,"  fosters  mo- 
nopoly, crushes  commerce,  destroys  liberty,  tramples  on  tlie 
poor,  exalts  the  rich,  and,  in  short,  is  responsible  for  the  most 
terrible  political  and  social  evils.  There  is  no  answer  to  be  made 
to  such  people.  The  only  way  is  to  let  them  alone.  I  would, 
however,  say  to  the  working  classes  whom  they  address,  and,  I 
regret  to  be  obliged  to  believe,  seriously  affect,  with  their  blatant 
nonsense,  that  to  attack  interest  is  to  attack  credit,  and  also  to 
attack  that  divine  law  which  commands  animated  nature  to 
develop  and  increase  ;  for  interest  is  mediately  bom  both  of  credit 
and  of  growth. 

Nbw  York,  Afavj  1872. 

ALEX.  DELMAR, 

Lat0  Director  of  tk€  Burtan  of  Statistics  of  th4  UniUd  States, 

To  H.  S.  Olcott,  Esq., 

Socrstary  Naiiamml  Imsmramco  Comvsntiom^  New  Tork. 


NOTES. 


(a)  "They  (the  Jews)  seemed  to  trade  and  acquire  for  his  (the  king's) 
profit  as  well  as  their  own ;  for  at  one  time  or  other,  their  fortunes,  or  a 

?reat  part  of  them,  came  into  his  coffers."     History  of  the  Exchequer  by 
homas  Madox,  chap.  vii.  §  i. 

(3)  This  was  on  the  conversion  of  the  Pontifical  4  per  cents,  (market 
price  122)  to  3  per  cents,  (market  price  112)  the  first  mstance  of  volun- 
tary funding  to  lower  rates,  I  remember  to  have  read  of 

(c)  See  Social  Science  Review,  i.  193. 

(//)  Buckle,  I.  53.  Consult  also  Mill,  Fawcett  and  Hearn.  (Hearn  on 
Plutology),  The  theory  alluded  to  in  the  text  and  which  is  fully  treated 
in  The  Social  Science  Review,  was  caught  sight  of,  but  only  caught  sight 
of,  by  these  illustrious  economists. 

(#)  U.  S.  Censuses.  For  details  according  to  census  of  i860  see  S.  S. 
Rev.     I,  208. 

(y^  Further  to  show  the  invalidity  of  the  evidence  embraced  in  Mr. 
Barnes'  paper,  it  is  neccessary  to  point  out  the  fact  that  a  large  portion 
of  the  essay  is  devoted  to  the  usury  laws  of  the  various  states,  a  bubject 
whose  only  connection  with  the  topic  under  discussion  is  the  remote  one 
previously  pointed  out  in  this  paper,  viz:  that  legal  rates  during  long 
periods  of  time  rudely  indicate  market  rates,  and  are  thus,  perhaps,  of 
use  to  the  historian.  But  when,  as  in  Mr.  Barnes'  case,  the  subject  is  the 
market  rate  of  interest  within  recent  times,  to  quote  the  legal  rate  is 
simply  irrelevancy.  Not  simply  irrelevancy,  in  this  case,  either,  for  the 
compilation  thus  vainly  paraded  by  Mr.  Barnes,  is  merely  a  later  revi<;ion 
of  what  is  due  originally  to  the  industry  of  Col.  J.  B.  C.  Murray,  (History 
of  Usury t  Philadelphia:  Lippincott,  1S66.)  whom  nevertheless,  Mr. 
Barnes  in  his  essay  strangely  fails  even  to  allude  to. 

(^)  Under  this  head  is  included  such  small  risk  as  is  noticed  in  the 
analytical  diagram  under  the  caption  of  Ultra- Social,  and  which  is 
intended  to  embrace  alt  those  casualties  not  at  present  capable  of  being 
computed,  as  earthquakes,  fioods,  &c. — in  a  word  those  not  embraced  in 
the  neld  of  insurance. 

(i)  The  success  of  ten-hour,  and  recently  of  eight-hour  strikes,  is 
regarded  as  tending  to  confirm  the  belief  that  production  is  increasing 
its  rate  of  gain  over  consumption  in  the  United  States. 

(f )  In  1803,  out  of  $7o,ooaooo  federal  funded  debt,  $32,000,000  were 
held  by  foreignei:s,  mainly  English  and  Dutch.  By  the  year  1818  the 
federal  funded  debt  increased  to  $99,000,000,  and  the  toreign-held  portion 
fell  to  $25,500,000;  but  it  is  believed  that  the  difference,  and  more,  wa« 
invested  by  foreigners  in  other  enterprises  in  this  country. 

(^)  In  1830  the  combined  federal,  state,  county,  and  town  taxes  levied 
in  the  United  States  amounted  to  $32,837,383;  population,  12.866,02a 
In  i860  the  total  taxes  amounted  to  $150,241,346;  population,  31,443.321. 
In  1870  the  total  taxes  amounted  to  .nbout  $600,000,000;  population, 
about  40,000.000.  These  taxes  are  divisible  into  three  parts.  lut.  That 
which  is  expended  for  the  support  of  necessary  government,  including, 
of  course,  interest  on  the  public  debt     2nd.  That  which  is  expended  for 
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needftil  public  works.  3rd.  That  which  is  expended  wastefullj  or  cor- 
ruptly. So  long  as  taxation  does  not  exceed  an  amount  requisite  for  the 
first  two  puriK>fces  specified,  it  is  not  believed  that,  in  the  long  run,  it  will 
affect  prices ;  but  to  the  extent  that  it  is  expended  uneconomical ly  it  must 
tend  to  enhance  prices.  While  it  i^  not  believed  that  the  taxes  levied  in 
this  country  either  in  1830  or  i860  were  expended  uneconomically  to 
anj  serious  extent,  the  same  cannot  be  said  of  those  levied  during  the 
past  seven  years. 

(/)  In  a  single  case  (that  of  the  New  York  Tammany  ring)  the  amount 
of  public  treasures  corruptly  expended  or  stolen  outright  has  been  esti- 
mated at  a  sum  sufiu:ient  to  cover,  for  a  year,  the  total  expenses  of  the 
municipal  government. 

(m)  In  Nqw  York,  several  judjires  have  been  presented  by  the  Bar 
Association  (of  lawyers)  for  impeachment  on  charges  of  corruption,  and 
one  of  the  number  t\as  resignea  his  office,  pending  the  charges.  There 
is  no  party  bias  entertained  by  the  Bar  Association. 

(n)  A  practical  plan  was  conceived  and  perfected  by  the  writer,  some 
years.ivgo,  for  separating  the  element  of  risk  from  the  interest  and  divi- 
dends of  commercial  and  financial  investments,  by  establishing  a  Credit 
Assmrame0  JmsiituiioH,  The  outline  of  this  project,  and  some  of  the 
L-alculations  upon  which  it  is  based,  are  given  in  The  New  York  J^inam' 
tial  and  Commercial  CMronicU,  in  August,  1865.  The  project,  when 
matured,  was  submitted  to,  and  met  the  approval  of  a  number  of  leading 
capitalists  in  New  York,  but  for  lack  of  sufficient  capital,  it  vras,  for  the 
>  time,  at  least,  abandoned. 

(i»)  See  on  this  subject  Debt  and  Resources  of  the  People  of  the  United 
Siato$%  Social  Science  Review,  pp.  387-417. 

(/)  For  a  more  complete  review  of  the  extent  and  progress  of  taxation 
in  the  United  States,  since  the  war,  than  is  afforded  by  the  tables  in  the 
official  census,  and  also  with  reference  to  the  effect  of  excessive  taxation 
on  prices,  see  the  writer*s  Letter  cm  the  Finances,  September,  1868,  pub- 
lished quite  generally  throughout  the  United  States,  at  the  time,  and  his 
Address  at  Columbus,  Ohio,  August  25,  1870,  published  in  the  States- 
many  and  other  journals.  Both  of  these  compilations  have  since  appeared 
in  oamphlet  form,  corrected. 

(V)  ''Capital,  by  persons  wholly  unused  to  reflect  on  the  subject,  is 
Hupp'>8ed  to  be  synonymous  with  money."  John  Stuart  Mill,  Political 
£coi.«iQjr,  ch.  iv,.§  i. 


ADDRESS  OF  T.  S.  LAMBERT,  M.  D... 

PrnidmU  ofik$  Amertcan  Papular  Life  Insurance  Com f  any. 

OCTOBER  9,  1871. 


Gbntlbmbn  of  the  Convention: 

I  am  much  obliged  for  this  invitation  to  address  you  at  a 
moment  when  no  particular  question  is  before  you,  since  I  wish> 
to  make  a  few  remarks  upon  several  topics.  You  have  already 
voted  upon  some,  yet,  as  you  have  made  your  organization 
permament,  with  annual  meetings,  it  is  evident  that  you  do  not 
intend  to  have  it  understood  that  everything  is  fixed  for  all  time. 
Remarks  are,  therefore,  in  order,  if  suggestive  of  future  thoughts,- 
corrections  and  improvements.  Indeed,  the  great  usefulness  of 
the  convention  will  consist,  not  so  much  in  what  it  will  settle,  as 
in  what  it  has  unsettled,  by  opening  for  discussion  important 
points  which  many  had  thought  were  unquestionable. 

This,  which  to  some  seems  discouraging,  is,  in  fact,  very 
encouraging.  Doubt  is  most  wholesome  where  certainty  does 
not  really  exist.  The  conflicting  character  of  the  laws  of  New 
York  and  Massachusetts  has  been  very  useful,  since  they  are 
wrong  in  both  states,  and  would  be  equally  so  if  those  of  either 
were  uniform  in  both,  while  then  they  would  not  be  so  readily 
discerned. 

This  grand  result  of  the  discussions  before  the  convention  was 
not,  of  course,  expected,  but  nevertheless  it  has  done  much  to 
advance  the  true  cause  of  life  insurance,  much  to  elucidate  the 
want  of  a  sound  basis  in  life  insurance,  as  usually  transacted'.  I 
am  one  of  those  who  believe  that  life  insurance  is  conducted, 
usually,  not  as  it  should  be,  but  very  inequitably,  and  with  great 
jeopardy  to  the  assured,  and  that  the  insurance  laws  in  any  of  the 
states,  instead  of  being  protective,  actually  encourage  wrong,  and 
discourage  right-doing.  The  fact  is,  that  the  fundamental  basis 
principles  upon  which  life  insurance  should  and  does  rest,  have 
not  been  sought,  established,  nor  wrought  by  our  state  depart- 
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ments,  as  they  should  have  been.  Certain  traditions,  assumptions, 
and  inventions  have  been  accepted  and  adopted,  without  sufficient 
examination. 

The  true  basis  of  life  insurance  has  scarcely  attracted  attention, 
even  during  the  sessions  of  the  convention,  which  have  been 
occupied  chiefly  with  actuarial  matters  of  altogether  secondary 
importance,  and  sooi^  settled,  when  the  ^^  weightier  matters  of  the 
law"  are  determined. 

Often  it  seems  to  be  forgotten  that  correct  life  insurance  must 
be  based  upon  the  science  of  life,  and  that  the  doctrine  of  averages 
and  chances  can  only  be  successfully  applied  to  lives  which  are 
similar.  To  know  when  lives  are  similar,  the  scientist  must  be 
called  in,  not  the  mere  mathematician ;  he  has  his  place  second. 
One  actuary  who  addressed  you,  when  asked  if  there  was  not  a 
difference  in  the  value  of  the  risks  w^ho  surrender  their  policies, 
replied,  ^*  that  doubtless  there  was,  but  that  was  a  physiological 
problem  that  he  did  not  pretend  to  understand  nor  know  how  to 
work,  and  he  should  be  obliged  first  to  call  in  the  doctor  to 
inform  him  about  the  distinction."  That  is  the  exact  point  of 
consequence,  although  he  did  not  appear  to  appreciate  what  he 
himself  said. 

It  has  sometimes  been  surprising  to  notice  how  very  near  to 
great,  awakening,  pregnant  truths,  the  discussions  before  you 
have  reached,  without  quite  touching  the  very  marrow  of  the 
subject.  One  gentleman  for  whom,  in  common  with  all  who 
know  him,  I  have  the  greatest  respect,  told  you  that  the  instincts 
of  persons  oflen  selected  a  kind  of  policy  which  favored  them- 
selves, but  would  be  against  the  interests  of  the  company ;  the 
ratio  of  losses  among  "  term-life  "  policies  being  twice  as  large  as 
in  case  of  '^  annual  for  life,"  in  which  again  it  was  twice  as  large 
as  among  annuitants  —  which  caused  the  company  of  which  he 
was  the  adviser  to  decline  to  make  "  term-life "  or  "  annuity " 
policies.  Was  this  a  philosophical  conclusion?  Or  did  the 
company  thus  gain  anything  of  account  ?  Would  not  the  same 
persons  take  '^  annual  for  life  "  policies  in  that  case,  paying  a  litde 
more  for  "  term-life,"  but  not  enough  to  cover  their  risk?  Would 
not,  on  the  other  hand,  the  holding  out  of  the  **  term-life"  policy 
be  one  method  of  entrapping  the  instincts  of  the  applicant  to 
betray  themselves,  when  he  could  be  asked  why  he  wished  a 
**  term  "  policy  ?  then  if  his  answers  were  not  explanatoiy,  but 
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0eemed  to  be  related  to  the  short-lived  instincts,  he  could  be 
rejected  altogether,  or  made  to  pay  a  proper  premium.  Again, 
it  has  not  been  usual  to  examine  a  person  for  an  "annuity,"  as  if, 
in  this  case,  a  company  would  not  wish  to  discard  or  vary 
the  rates  of  the  very  long-lived  as  much  as  for  a  "  life-policy,"  it 
would  reject  a  very  short-lived  person  unless  a  proper  premium 
was  made. 

Another  illustration  is  to  be  found  in  the  thousands  of  inferior 
cases  which,  because  inferior,  have  been  insured  under  "  ten- 
payment  life"  or  under  "endowment"  policies,  at  premiums 
found  against  their  actual  age.  ^.^.,  a  person  of  30  years  of  age, 
is  insured  under  an  "  endowment  for  15  years,"  because  he  is  not 
considered  good  enough  for  an  "  annual  for  life  policy."  But  the 
premium  at  30  is  computed  upon  the  number  of  the  living  and 
dying  among;  those  who  will  average  to  be  superior  to  the  case  in 
hand,  who  may,  in  a  few  instances,  to  be  sure,  equal  the  best  for 
those  15  years,  but  not  generally.  His  chances  of  living  and 
dying  will  usually  be  no  better  than  those  of  persons  who  average 
to  live  only  15  years,  i.e.,  who  are  56  years  of  age,  against  which 
age  his  premium  should  be  found. 

By  the  above  error  the  companies  have  lost,  and  will  lose, 
millions  of  dollars  upon  "endowments"  and  "  ten-payment  life'* 
policies  made  at  too  low  premiums.  Indeed,  several  of  them, 
having  learned  the  error  of  their  ways  in  this  respect,  will  not  do 
business  any  more  upon  that  plan. 

By  the  same  gentleman  it  has  also  been  stated,  that  the  lives  of 
city  merchants  were  superior,  attributable  to  the  excitements  of  a 
busy  city  life. 

Here  an  important  fact  is  stated,  and  partly  accounted  for 
correctly.  Hope  is  an  exhilerating  and  sustaining  life-continuing 
force,  while  depression  of  spirits  is  produced  by  derangement  of 
the  digestive  organs,  and  also  tends  to  derange  them. 

But  we  must  also  ask  whence  came  the  hope  and  the  activity 
of  the  busy  mercantile  life  of  our  cities  ?  The  inheritance  from 
long-lived  ancestry  was  essential  to  give  them  the  enterprise  to 
enter  into  the  competitions  of  city  life.  It  is  doubted  if  that  life, 
upon  the  whole,  as  it  is,  not  as  it  may  and  should  be,  is  favorable 
to  long  life.  The  natural  great  vitality  and  longevity  of  most  of 
our  business  men  enable  them  to  outlive  the  naturally  short-lived, 
yet  their  dark,  unventilated  offices,  irregular  habits,  late  dinners, 
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etc.  (all  unnecessary),  do  certainly  shorten  their  lives,  whidi, 
however  superior,  would  be  still  longer  if  not  thus  curtailed. 

The  true  philosophy,  therefore,  is,  in  all  matters  of  life  insur* 
ance,  to  come  down  to  the  scientific  basis  of  life,  and  not  depend 
upon  superficial  appearances  merely,  which  may  not  have  reality 
beneath  them ;  and  certainly  not  depend  upon  a  doctrine  of 
averages  and  chances,  that  do  not  at  all  apply  to  the  cases  in 
hand. 

This  is  especially  illustrated  by  much  that  has  been  said  before 
you  in  regard  to  ^^  Experience  Tables  of  Mortality."  I  cannot 
see  that  there  is  any  practical  difference  between  ^those  w^hich 
have  l)een  championed  with  so  much  zeal,  and  must  suppose  tiiat 
some  reason  other  than  a  scientific  one  has  actuated  the  debate. 
These  different  '^ experience  tables"  of  companies  also  very 
nearly  correspond  with  the  '*  Fan*  tables  of  mortality ; "  indeed 
Mr.  Barnes,  when  superintendent,  recommended  these  as  the  best 
data  upon  which  to  compute  premiums.  But  "  Parr's  tables" 
are  based  upon  the  statistics  of  mortality  of  all  classes  of  persons 
outside,  as  well  as  in,  the  companies  I 

If  the  ^^  experience "  of  the  companies  is  no  better  than  the 
mortality  among  lives  generally,  that  remarkable  fact  should  give 
you  pause,  and  lead  you  to  ask  if  there  can  be  sound  principles 
or  correct  methods  where  such  unexpected  and  unscientific 
results  are  found. 

The  debate,  then,  upon  the  choice  of  *'  experience  [*  tables  is 
not  ^^  worth  the  candle."  But  the  next  step,  about  which  no 
debate  is  made,  is  being  taken  for  granted,  is,  in  fact,  the  all- 
important  one,  and  it  is  exactly  here  that  the  divergence  from 
truth  to  error  commences  in  the  averaging  of  dissimilar  risks, 
and,  therefore,  in  laying  burdens  where  they  do  not  belong. 

I  hold  that  the  first  deduction  made  from  the  statistical  data  is 
wrong,  however  correct  the  data  may  be.  It  is  found  that  a 
certain  number  —  say  7  per  i  ,000  —  die  at  25  years  of  age. 
Allowed.  Therefore,  it  is  said,  each  of  the  1,000  has  7  chancos 
in  1,000  of  dying.  Denied,  for  it  is  incorrect :  First,  because  the 
1,000  are  not  alike  —  not  similar ;  and,  second,  because  several — 
say  5  of  the  7  —  will  be  sure  to  die  before  the  year  is  out,  and  the 
particular  five  can  be  selected.  This  will  leave  but  2  chances  ot 
death  per  995  to  each  of  the  rest.  Again,  the  general  idea  carried 
out  is,  that  each  person's  risk  of  dying  increases  pro  rata  widi 
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increasit^  age.  For,  if  he  desires  a  ^'  one-year  term-life  policy,^ 
he  must  pay  more  the  older  he  is.  Now  it  is  not  at  all  true  that 
the  risk  does  increase  in  each  case  with  each  year's  advance  in 
age.  In  some  instances  it  actually  diminishes  during  various 
periods;  in  some,  it  remains  the  same  from  year  to  year;  in 
other  cases  it  increases  very  rapidly  with  each  year,  until  death. 

There  is  the  risk  of  death  by  accident,  which  remains  nearly 
the  same,  in  most  cases  of  the  long-lived,  for  many  years ;  so 
does  the  risk  from  incidental  disease.  No  system  of  averages  nor 
doctrine  of  chances  can  be  equitable  or  secure  which  is  not  made 
between  lives  which  are  similar  in  all  respects  regarding  vitality 
and  longevity.  When  this  is  done,  it  will  be  found  that  the  cost 
of  risk  of  insuring  about  two-fifths  of  the  people  will  be  very  low ; 
such  persons  having  scarcely  two  chances  in  i,ooo  of  dying  each 
year  during  the  forty  years  from  20  to  60.  If  epidemics,  plagues, 
etc.,  should  prevail,  they  have  very  little  more  chance  of  dying, 
since  those  extraordinaries  prevail  fatally,  to  any  great  extent, 
only  among  the  naturally  short-lived,  and  more  among  them  ii 
the  death-rate  has  been  low  for  a  few  favorable  years ;  in  the 
same  manner  as  many  old  people  die  in  a  severe  winter  following 
a  series  of  mild  and  favorable  seasons. 

If,  then,  the  fundamental  basis  deduction,  upon  which  all  the 
computations  are  made,  be  wrong,  as  it  is,  i,e^  if  the  idea  that  a 
certain  risk  pertains  alike  to  each  of  a  thousand  dissimilar 
persons,  it  is  absurd,  as  it  is  —  all  the  computations  being  based 
thereon  —  they  all  fall  to  the  ground,  and  some  other  scientific 
method  must  be  adopted,  for  both  equity  and  security.  When 
we  look  at  the  premium  tables,  we  are  led  to  suppose  that  the 
chances  of  dying  are  very  accurately  graded  from  year  to  year, 
and  when  we  are  informed  that  care  is  taken  to  use  seven  decimal 
places  in  computing  premiums,  we  might  conclude  that  the 
utmost  exactness  exists  throughout.  But  when  we  examine  an 
ungraduated,  or  actual  table  of  mortality,  we  are  surprised  to  see 
that  there  is  no  such  regularity  in  the  mortality  as  we  had  been 
led  to  suppose  from  the  regular  gradations  of  premiums.  Indeed, 
Mr.  Barnes,  in  a  note  to  such  a  table,  says  that  it  is  remarkable 
that  no  one  died  at  11  nor  at  16,  and  then  explains  the  fact  by 
supposing  that  the  table  was  constructed  upon  a  very  fe.w  risks  ot 
the  younger  ages. 

Another  illustration  that  this  ordinary  method  of  computing 
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risks  is  wrong,  is  found  in  the  '*  expectations  **  and  longevities 
thus  produced,  giving  to  a  person  the  greater  longevity  the  older 
he  is.  JS.^,j  a  person,  when  25  years  of  age,  has  an  '^  expecta- 
tion," according  to  "  Parr's  tables,"  of  36  ;  giving  him  a  longevity 
of  61  ;  when  40,  he  has,  by  the  same  table,  an  *^  expectation  "  of 
36,  or  a  longevity  of  66  ;  when  50,  an  "  expectation  "  of  20,  and  a 
longevity  of  70*  This  is  far  from  correct,  either  in  theory  or  in 
fact.  ^A  person  has  a  given  potential,  and  a  given  rational 
longevity  at  birth,  and  this  does  not  vary  as  he  advances  in  life. 
If  his  potential  longevity  does  not  at  birth  reach  to  70  years,  it 
will  not  when  he  is  40  years  old,  nor  when  he  is  50.  True,  when 
he  is  40,  he  has  a  greater  number  of  chances  of  reaching  his 
potential  longevity,  whatever  that  may  be,  than  when  he  is  25, 
but  no  more  chances  of  exceeding  it.  His  rational  or  ^'  expected" 
longevity  may  be  carried  up  a  little  in  most  cases,  and  very  much 
in  others,  as  he  increases  in  years ;  but  this  is  to  be  determined 
by  an  examination  of  each  case  for  itself.  If  he  has  not  had  any 
ancestry  for  several  generations  who  attained  70  years,  there  is 
not  one  chance  in  ten  thousand  that  he  will  attain  that  age. 

A  person,  therefore,  at  50  may  be  ever  so  hale  and  hearty, 
without  any  constitutional  disease,  inherited  or  acquired,  and  be 
just  as  likely  to  live  until  60  years  of  age  as  any  one  of  the 
thousands  with  whom  he  is  counted  in  the  data  used  in  con- 
structing the  "  mortality"  and  "  expectation "  tables,  yet,  from 
his  constitutional  conditions,  be  entirely  incapable  of  attaining 
the  expected  longevity  of  70,  or  of  living  through  the  "  expecta- 
tion "  of  20,  which  are  given  to  him  by  the  erroneous  computations 
of  the  usual  tables.  We  must  not  allow  any  such  period  to  him, 
nor  assign  to  him  any  premiums  which  are  related  thereto,  for, 
despite  a  four  per  cent  interest  assumption,  the  facts  in  his  case 
will  be  so  much  against  a  company,  that  it  will  certainly  lose 
money  upon  him,  and  a//  like  him  thus  insured. 

There  is  nothing  more  certain  in  science  than  that  all  of  life, 
which  is  the  dynamic,  and  that  all  of  secretory  tissue  the  static, 
have  a  given  lifetime,  determined  at  their  birth  and  not  possible 
to  be  extended,  although,  as  it  is  usually  more  or  less  the  case,  the 
lifetime  may  be  shortened.  Life  and  secretory  tissue  are  correla- 
tive; they  alone  are  common  to  animals  and  plants,  and  are 
found  together  in  the  egg.  In  fact,  one  of  the  properties,  or, 
rather,  one  of  the  chief  phenomena  exhibited  by  life,  is  merely 
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the  activity  of  secretory  tissue.  Examine  the  latter  with  the 
microscope,  experiment  upon  it,  observe  it,  compare  it  under  its 
various  forms,  and  as  influenced  by  different  circumstances,  and 
the  mystery  of  life  will  become  as  simple  as  knowledge  'always 
exhibits  everything  to  be.  Then  will  it  appear  that  there  must 
be  no  averaging  among  lives  of  different  natural  or  potential 
lifetimes ;  that  we  must  institute  our  averages  only  among  those 
potential  longevities  which  are  similar  in  all  those  respects  which 
affect  vitality  and  longevity.  I  know  it  will  be  said  that  "  expec- 
tations" have  nothing  to  do  with  the  computations  of  premiums ; 
but  that  does  not  prove  that  the  usual  '•^  expectations "  do  not 
show  that  the  usual  method  of  computing  premiums  based  upon 
the  living  and  dying,  as  set  down  in  the  ''  experience  "  tables,  is 
wrong.  If  the  "expectations"  have  nothing  to  do  with  the 
computation  of  premiums,  they  ought  to  have,  or,  at  least,  they 
ought  to  have  something  to  do  with  the  applying  of  premiums,  as 
shown  by  the  errors  of  the  companies  generally  in  making  the 
premiums  of  inferior  risks  at  their  actual  age  if  they  will  take 
"  ten-payment  life  "  of  ''  endowment "  policies  when  they  ought 
to  be  compelled  to  pay  premiums  corresponding  to  the  rational 
'^  expectations "  of  such  inferior  cases,  since,  as  a  rule,  their 
chances  of  living  and  dying  will  correspond  to  such  an  "  expec- 
tation," «'.  tf.,  their  probable  length  of  life. 

Premiums  may  also,  in  a  very  simple  manner,  be  based  and 
computed  upon  the  "expectations,"  the  method  of  which  can 
also  be  easily  learned  and  applied,  i?.^.,  if  we  find  from  the 
family  history  and  from  his  constitution  that  a  person  has  a 
potential  longevity  to  75)  ^^d  from  his  habits,  vocation,  resi- 
dence, intelligence,  health,  etc.,  that  his  rational  "  expected " 
longevity  is  certainly  to  Jo^  while  his  actual  age  is  40,  he  evidently 
has  a  rational  "  expectation  "  of  30.  The  usual  table  or  general 
average  "  expectation  "  of  40  is  ?6  years,  indicating  a  premium 
related  to  that  number  of  years,  although  not  computed  thereon. 
We  may  look  in  the  table  to  observe  what  age  corresponds  to  an 
"  expectation  of  30  years,  or  we  may  in  our  minds  make  use  of 
a  very  simple  computation,  and  thus  fix  the  age  at  which  the 
proper  premium  may  be  found. 

It  is  well  known  that  two-thirds  the  difference  between  the 
actual  age  and  80  equals  very  nearly  the  "  expectation "  of 
the  usual  tables.    JS.g',^  two-thirds  the  difference  between  the 
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actual  age  25  and  80  (which  is  55)  is  36.  This  is  the  ^^expecta- 
tion** of  the  usual  tables  against  25.  By  ihe  same  rule  two-thirds 
the  diflTexence  between  40  and  80  is  26,  which  is  the  table 
*^  expectation  "  of  40.  That  is,  the  age  and  80  being  the  given 
quantities,  it  is  easy  to  find  the  unknown  ^'  expectation/'  So, 
vice  versa,  the  *^  expectation  "  and  So  being  given,  it  is  easy  to 
find  the  corresponding  age.  i?^.,  in  the  above  case,  80  and  the 
^'  expectation"  30  being  given,  the  age  to  which  the  30  beloi^ 
in  the  general  average  table,  will  be  found,  by  multiplying  one 
half  the  ^*  expectation  "  30,  by  3,  and  subtracting  that  product 
from  80,  f.^.,  one-half  of  30  is  15  ;  multiplied  by  3  is  45  ;  which, 
subtracted  from  80,  is  35  ;  the  age  against  which  the  ^*  expecta- 
tion **  30  will  be  found  in  the  ordinary  tables,  and  at  the  premium 
of  which  a  person  should  be  insured,  if  ihe  premiums  against  the 
ages  are  rightly  computed.  They  are  well  enough  in  case  ot  the 
^^  whole  life."  Suppose  the  above  person  of  40  had  but  ic  years 
of  rational  *^  expectation,"  or  a  rational  longevity  only  tc  5c  ; 
a  potential  to  55 :  What  would  his  premium  age  be  in  the 
ordinary  table?  One-half  of  10  is  5,  three  times  that  15, 
subtracted  from  80  leaves  65,  the  age  at  which  he  would  be 
rated. 

The  net  premiums  for  ^^  whole  life  "  can  also  be  well  enough 
computed  by  taking  such  premiums  as  will,  at  a  proper  assumed 
compound  interest,  equal  the  assurance  at  the  period  of  the  given 
expectation.  In  fact,  the  resulting  premium  table  will  be  more 
equitable  for  the  diflferent  ages  above  manhood  than  the  usual 
tables,  while  the  labor  of  computing  the  premiums  is  ccn:para- 
tively  nothing,  and  the  method  easily  understood.  It  is  allowec 
that  there  is  only  an  approximate  exactness  by  this  method,  but 
it  is  denied  that  there  is  or  can  be  exactness  by  any  method ;  thif 
is  the  most  exact  that  can  be,  and  in  connection  with  separative 
classing,  is  practically  enough  so,  since  exactness  is  not  necessary 
for  security  nor  for  equity,  if  four  classes  are  made  from  the 
sound  lives,  each  class  kept  separate,  paying  its  own  losses  and 
sharing  its  own  surplus. 

There  is  no  rating,  however  low,  that  can  be  given  to  the  best 
risks  in  middle  life  upon  the  ordinary  ^^  term-life  "  tables  that  is 
not  excessive,  for  the  facts  in  their  cases  are  not  truly  exhibited 
by  mortality  tables.  Any  ''  term-life "  premium  tables  based 
thereon  must  must  therefore  be  unjust  to  the  best  class  of  lives, 
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and  their  *^  term-life  "  premiums  should  be  based  odierwise  and 
upon  the  real  risk  existing  in  their  cases,  which  is  very  small 
each  year,  during  a  long  period  of  middle  life. 

But  suppose  that  the  ^^ Experience  **  was  actually  stated  accord- 
ing to  the  facts,  in  a  given  company  or  companies,  would  not  a 
very  grave  question  arise  in  regard  to  security,  i.e.^  whether  all 
the  companies  under  the  measure  of  the  law  had  the  same  or 
nearly  the  same  experience  ? 

The  last  report  of  the  commissioners  of  Massachusets  for- 
tunately puts  us  in  possession  of  some  very  important  facts  upon 
this  matter.  Taking  several  companies  which,  from  their  age, 
it  would  be  fair  to  compare,  and  we  have  the  following  ratio  or 
percentage  of  losses,  the  first  in  the  list  being  those  of  the  com- 
pany (the  Mutual  of  New  York)  upon  the  "  experience "  or 
mortality  of  which  the  ^^ American  Experience  Table"  was 
chiefly  constructed : 


Names  of  Companj. 


A 
B 
C 
D 

£. 
F 
G 
H 
I. 


Ratio  of  Claims  to  mean 

Number 

Rstio  of  Deaths 

nn  New 

of  Policies. 

during^ 

1867. 

1868. 

1869. 

1870. 

1867. 

1868. 

1869. 

•73 

•72 

•83 

.81 

.14 

.16 

•14 

113 

1.02 

1.20 

^'H 

•42 

•17 

1.05 
1.08 

•94 

•7« 

•99 
.86 

1.08 
1.06 

•32 

•52 

•23 
•  21 

•25 
•27 

a 

Z.28 

•53 

'•3I 

a 

.41 

•30 

•2^ 

•2' 

.$4 

1.04 

•32 

.a8 

.21 

'H 

.81 

•79 

I. IX 

.11 

.29 

•  24 

.78 

•99 

.90 

I. II 

•23 

.16 

.22 

•75 

•97 

•97 

1. 17 

.22 

'^i 

•33 

1.09 

1.17 

1-25 

1.44 

.41 

.18 

.10 

.84 

•74 

•94 

1.08 

.28 

•38 

•13 

1870. 
.II 

•52 
•27 

•36 

.26 

•53 

.16 

•15 
•03 
•43 


What  a  contrast  is  exhibited  in  the  above  table !  Shall  the  law, 
with  this  testimony  before  it,  assume  that  the  '*  American  Expe- 
rience Table  "  is  the  *'  experience  of  other  companies  ?  "  If  the 
computations  indicating  solvency  are  based  upon  the  experience 
of  the  first,  where  are  the  others?  Is  it  not  absurd  to  assume 
that  the  ^*  American  Experience  "  is  theirs,  when  it  is  proved  to 
be  far  better  than  theirs?  What  sense  in  assuming  facts  when 
the  facts  themselves  are  patent.  Do  not  these  facts  impel  you  to 
contemplate  seriously  the  probability  of  the  success  of  the  legal 
measures  hitherto  adopted  for  promoting  security  ?  Is  it  not  the 
most  important  of  all  things  for  the  Department  to  learn  what 
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kind  of  risks  a  company  takes  before  the  questions  are  discussed 
in  regard  to  premiums  and  interest  to  be  assumed  or  obtained? 

For  has  it  not  been  strongly  argued,  in  the  discussions  before  this 
convention,  that  a  basis  of  four  per  cent  interest  should  be  used 
in  computing  premiums  and  reserves,  because  a  low  interest  'was 
essential  as  a  make-weight  to  an  excessive  mortality^  I  sub- 
mitt  however,  that  averaging  such  dissimilar  quantities  or 
contingencies  as  probable  interest  and  mortality,  is  certainly 
carrying  the  doctrine  of  averages  or  chances  altogether  too  far 
for  science  to  regard  with  complacence.  Ought  not  the  basis  of 
mortality  to  be  efficient  and  sufficient  by  itself,  and  the  basis  of 
interest  to  rest  upon  its  own  merits,  without  being  obliged  to 
carry  any  deficiency  on  account  of  mortality  ? 

Can  the  evil  or  error  be  remedied  practically  ?  Most  certainly 
and  perfectly. 

The  Biometry  or  measure  of  life  depends  upon  certain  facts  in 
the  person,  which  are  indicated  by  the  three  measures,  of  size^  of 
the  great  centres,  the  head  and  trunk ;  Xhejhrm  of  all  parts  of 
the  body ;  and  the  color  of  its  surfaces,  all  of  which  are  easily 
defined,  analyzed,  set  down  upon  paper,  cross-questioned  by 
statements  of  diflerent  persons,  and  easily  judged  by  an  expert,  or 
even  by  any  one,  at  least  if  medically  qualified. 

By  proper  and  detailed  blank  applications,  filled  properly,  as 
may  easily  be  done,  such  a  life  history  and  life  picture  of  a  person 
may  be  obtained  as  will  enable  almost  any  one,  certainly  any 
expert,  to  judge  of  the  applicant's  probability  of  living,  of  his 
vitality  and  probable  longevity,  with  practical  certainty.  Will  it 
not,  then,  be  as  important  for  this  Convention  to  discuss  the  blank 
application  which  the  insured  is  to  fill,  as  to  discuss  the  blank 
that  the  company  is  to  fill  ?  Is  not  the  former  primary  in  order, 
and  also  in  importance  to  the  security  of  the  company?  In  fact, 
blank  applications  are  generally  so  vague  and  indefinite  that, 
when  filled,  they  do  not  give  any  one,  however  scientific,  an 
opportunity  to  form  a  very  reliable  judgment  upon  the  case.  I  do 
not  believe  that  any  blank  application  has  yet  been  constructed 
that  is  as  perfect  as  additional  discussion  and  additional  know- 
ledge can  produce,  and  as  it  would  be  useful  to  have. 

Is  not  everything  dependent  on  the  kind  of  risks  insured  at 
proper  rates  ?  Ought  not  every  measure  to  be  adopted  that  will 
induce  companies  to  take  risks  only  at  paying  premiums  ?    But 
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now  the  stimulus  of  the  departments  favors  taking  inferior  risks 
at  less  than  they  are  worth,  and  prohibits  the  taking  of  superior 
risks  except  at  much  more  than  they  cost.  This  is  wrong ;  and 
still  more  wrong  because  entirely  unnecessary. 

The  utmost  confidence  is  placed  in  the  statement  that  lives 
similar  in  their  probable  vitality  and  longevity,  can  be  classed 
equitably.  It  is  also  believed  that  by  this  means,  and  by  this 
means  only,  can  absolute  security  be  obtained  for  the  amount 
assured.  For  by  this  means  of  classing  lives  only,  can  such 
premiums  be  made  acceptable  which  will  always,  if  a  company 
as  kept  up,  produce  sufficient  future  premiums  to  equal  in  the 
aggregate  of  each  class  the  future  aggregate  assurance  of  each 
class. 

Many  suppose  that  absolute  security  is  to  be  found  in  maintain, 
ing  a  proper  "  reserve."  The  law  espouses  the  same  idea.  But 
the  nature  of  the  case  and  history  show  that  the  maintaining  of  a 
"  reserve "  is  not  always  possible,  even  if  the  company  is  not  in 
default ;  recall  the  Southern  life  companies  at  the  close  of  the 
rebellion.  But  it  is  evident  that  if  a  company  has  a  healthful 
growth,  and  then  keeps  up  its  numbers,  and  charges  premiums 
twice  as  large  as  would  be  necessary  if  the  "  reserve"  is  main- 
tained, its  future  premiums  receivable  will  always  equal  or 
exceed  in  their  aggregate  all  its  assurances,  so  that,  if  there 
should  not  be  any  "  reserve,"  the  assurances  would  be  secure. 
But,  in  fact,  instead  of  double  premiums,  only  two-6fths  excess  of 
premium  will  be  sufficient  for  this  purpose.  But  this  amount 
above  the  ordinary  premiums  the  best  lives  cannot  be  induced  to 
pay,  but  they  will  willingly  pay  this  proportion  above  what  it  is 
really  worth  to  insure  them  by  themselves,  for  then  their 
premiums  would  be  less  than  the  ordinary  rates.  The  inferior 
risks  will  be  compelled  to  pay  the  same  relatively  to  what  it  is 
worth  to  insure  them,  when  matters  are  so  correctly  understood 
that  they  cannot  be  insured  for  less,  and  must  be  classed  by  them- 
selves. 

It  is  not  suggested  that  a  ^'  reserve,"  as  at  present,  shall  not  be 
kept.  Let  that  be  done,  and  by  so  much  increase  the  assurance 
or  reduce  premiums  from  time  to  time  to  the  longer  lived  in  each 
class,  but  as  an  additional  security,  and  as  the  only  absolute 
security,  let  the  premiums  be  so  much  relatively  above  the  neces- 
sity if  the  reserve  be  maintained,  that  if,  by  rebellion  or  any  other 
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cause  the  *'  reserve'*  is  lost,  the  amount  of  the  assurance  maybe 
absolutely  assured  to  the  holder  of  the  policy,  out  of  the  amount 
of  the  future  premiums  payable  by  his  class. 

All  that  is  essential  to  absolute  security,  therefore,  as  it  regards 
the  assurance,  is  to  have  the  company  kept  up ;  to  have  its  mem- 
bers properly  classed;  and  to  charge  a  premium  two-fifths 
greater  than  necessary,  if  the  ^*  reserve  "  could  be  made  absolutely 
certain. 

This  plan  gives  three  securities  or  *^  reserves"  to  the  long-lived  ; 
first,  the  reduction  of  his  premium,  equal  to  a  *'  reserve,"  kept 
in  his  own  pocket ;  while  his  premium  will  then  be  two-fiiUis 
laiger  than  necessary,  if  his  second  "  reserve,"  i.e.^  the  "  reserve'* 
proper,  is  maintained ;  and,  third,  he  has  an  additional  or  third 
"reserve"  in  the  future  premiums  receivable  from  his  class, 
which,  by  themselves  alone,  are  large  enough  to  make  his  policy 
secure. 

In  proof  that  the  classing  of  lives  can  be  easily  and  correctly 
done,  I  could  interest,  if  not  suprise  you,  by  pointing  out  among 
those  present  the  probably  long  and  short-lived.  But  I  am  not 
here  to  exhibit  my  skilly  nor  to  serve  any  personal  object.  Besides 
that,  your  time  will  not  permit  me  to  trespass  longer  upon  your 
patience.  Nor  is  it  necessary.  The  scientific  principles  and 
methods  of  life  insurance  are  as  simple  as  they  are  beneficent, 
perfectly  equitable,  can  and  should  be  worked  economically,  and 
must,  if  correctly  applied,  yield  that  security  without  which  there 
is  no  real  Life  Insurance,  while  they  must  also  make  it  almost 
universally  applicable  and  wholly  satisfactoiy  among  men. 
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CORRESPONDENCE. 


New-York,  Sept.  s,  1S71. 

Henry  S.  Olcott,  Esq.,  Secretary,  etc. : 

Dear  Sir:  I  desire  to  call  your  attention  to  the  advisability  of  the 
convention  putting  its  views  upon  the  relations  of  the  State  with 
insurance  affairs  into  the  form  of  a  general  statute,  which  we  can 
recommend  to  the  legislatures  of  all  the  States  for  adoption  in  its 
general  features. 

I  am  confident  that  such  a  bill,  framed  afler  full  debate  upon  its 
separate  provisions,  and  coming  with  the  indorsement  of  the  conven- 
tion, would  be  regarded  by  the  authorities  of  the  different  States  as  a 
most  valuable  aid  in  shaping  their  legislation. 

We  have  already  agreed  upon  uniform  blanks  for  annual  returns,  and 
several  other  important  reforms;  and  if  the  delegates  could  only  con- 
dense their  views  upon  all  the  features  of  insurance  government  in  the 
manner  above  indicated,  I  think  the  convention  of  187 1  would  be  a 
most  memorable  one,  and  highly  important  in  its  effects  upon  the 
States,  the  companies,  and  the  general  public. 

Your  success  in  compiling  the  official  report  of  the  May  session, 
your  official  position,  and  your  experience  as  a  lawyer,  indicate  that 
you  are  the  proper  person  to  draft  such  a  bill  for  the  consideration  of 
the  delegates,  and  if  your  engagements  permit,  I  beg  that  you  will  do 
so  between  now  and  the  i8th  prox.,  if  the  idea  meets  your  approval. 

Yours  very  truly, 

C.  L.  Skeels, 
Chairman  ^^Miscellaneous  Subjects  "  Committee. 


Law  Offices  of  F.  C.  Bowman  &  H.  S.  Olcott, 

No.  7  Beekman  Street, 
New-York,  Oct.  14, 

Dear  Sir  :  Agreeably  to  the  request  contained  in  your  letter  of  the 
5th  September,  I  have,  in  conjunction  with  my  friend  Austin  Abbott, 
Esq.,  the  author  of  "  Abbott's  Digest,"  "  Abbott's  Practice  Reports," 
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and  other  well-known  law  publications,  prepared  the  outline  draft  of 
a  General  Insurance  Law,  which  I  request  you  to  submit  to  the 
National  Insurance  Convention  of  the  United  States,  for  debate, 
criticism,  and  amendment. 

It  will  be  found  to  present  in  a  tentative  form  such  a  statute  as 
desired,  but  much  consideration  of  details  will  be  necessary.  We 
have  aimed  to  embody  all  the  conclusions  reached  by  the  convention 
at  the  May  session,  and  to  so  simplify  the  phraseology  as,  while 
expressing  dearly  the  intent  of  legislators,  to  leave  no  opportunity  for 
factious  litigants.  The  relations  of  the  State  with  the  corporations 
and  the  general  public  have  been  so  defined  that,  while  the  provi- 
sions of  the  act  are  calculated  to  restrain  the  former  from  the  exercise 
of  too  irresponsible  authority,  at  the  same  time  they  afford  ample 
scope  for  legitimate  business  undertakings,  and  protection  to  the 
insured  from  the  violation  of  contracts. 

The  act  has  for  a  principal  object  the  establishment  of  reciprocal 
good-will  and  comity  of  action  between  States,  and  the  inauguration 
of  a  more  enlightened  policy  in  the  regulation  of  the  great  and  bene- 
ficent scheme  of  insurance  than  has  hitherto  prevailed. 

It  is  obvious  that  there  is  a  large  class  of  provisions  in  which  the 
policy  of  the  diflferent  States  now  differs,  and  must  continue  to  differ; 
and  probably  no  general  law  could  be  drawn  that,  in  attempting  to 
deal  with  them  all,  would  not  inevitably  come  into  conflict  with  some. 
We  have,  therefore,  omitted  such  provisions  for  the  organization  of 
companies,  and  their  relinquishment  of  business,  as  may  properly  be 
left  to  the  constitutional  and  general  statutory  provisions  now  in  force. 

It  would  be  too  much  to  expect  that,  despite  our  best  endeavors, 
we  should  not  have  made  some  errors  and  omissions ;  but  I  am  con- 
fident that  you  will  find  in  this  first  draft  many  features  that  will  com 
mend  themselves  to  the  enlightened  and  catholic  spirjt  of  the  delegates. 

In  the  course  of  my  official  correspondence  during  the  recess,  I  have, 
direcdy  and  indirectly,  received  assurances  from  the  executives  of 
several  States  that  they  are  prepared  to  receive  with  respect  the  sug- 
gestions which  may  be  made  by  this  convention.  It  will  be  a  source 
of  the  greatest  satisfaction,  if  Mr.  Abbott  and  I  shall  have  contributed, 
in  any  degree  however  slight,  toward  the  reform  of  the  insurance  legis- 
lation of  the  country. 

I  remain,  dear  sir,  yours  very  respectfully 

Henry  S.  Olcott, 

Secretary  of  the  Convention- 


NOTICE. 

To  THK  Governors  of  the  States:  This  edition  of  the  Out- 
line Draft  of  the  Reciprocal  General  Insurance  Act  contains  all  the 
amendments  and  additions  made  to  the  original  draft  during  the  late 
adjourned  session  of  the  National  Insurance  Convention.  It  is 
printed  in  advance  of  the  appearance  of  the  official  report  of  the  pro- 
ceedings, to  meet  the  wishes  of  the  legislative  committees  of  a  num- 
ber of  the  States.  Certain  features  of  legislation,  properly  within  the 
exclusive  jurisdiction  of  the  States  themselves,  have  purposely  been 
left  for  local  arrangement;  the  convention,  as  a  national  body,  taking 
account  only  of  those  broad  and  fundamental  principles  of  insurance 
statutory  enactment  which  are  of  universal  applicability. 

Upon  the  closing  day  of  the  late  session,  the  following  resolution 
was  unanimously  adopted : 

^^Resolved^  That  the  general  insurance  statute,  as  adopted,  be  refer- 
red to  a  committee  of  revision,  to  be  composed  of  two  members,  with 
the  president  and  secretary  as  members  ex  officio^  who  shall  carefully 
compare  the  sections  with  the  official  report  of  the  proceedings  of  this 
session  of  the  convention,  and  revise,  reconstruct,  and  amend  the 
same,  or  insert  additional  provisions,  in  any  case  when  the  said  statute 
may  be  found  to  omit  to  provide  for,  or  misrepresent,  the  intentions  of 
the  convention,  as  expressed  in  its  votes;  and  the  said  statute,  as  so 
amended  and  revised,  shall  be  published  in  the  official  printed  report 
as  having  been  adopted  and  approved  by  this  convention,  and  so  cer- 
tified to  the  governors  of  the  several  States,  agreeably  to  the  resolu- 
tions ahready  adopted." 

It  was  also 

"  Resolved^  That  it  is  the  sense  of  this  convention  that,  when  any 
State  shall  impose  any  tax  upon  premium  receipts  of  insurance  com- 
panies, that  tax  should  not  exceed  one  and  a  half  per  cent" 
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'  The  undersigned,  having  perfonned  tne  duty  imposed  upon  them 
by  the  convention  in  the  above  resolution,  hereby  respectfully  give 
notice  that  the  draft  of  a  law,  contained  in  the  following  pages, 
expresses  the  views  and  comprises  all  the  recommendations  which  the 
delegates  at  present  desire  to  have  brought  to  the  notice  of  the  legis- 
latures of  the  several  States. 

George  W.  Miller,  I^esident^  ex  offido^  1 

Henry  S.  Olcott,  Secretary^  ex  officio^  I    Committee 

Henry  C.  Kelsey,  Secretary  of  State ^  N.  J.,  [ofJteviswn. 
Oliver  Pillsbury,  Insurance  Commissioner,  N.  H., 

New-York,  November  25, 1871. 
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GENERAL  PROVISIONS. 


Short  tiA  tf  ad. 

\  z.  This  act  may  be  known  as  ''The  REaPROCAL  General 
Insurance  Act"  of  the  State  of 

Ob/ect  and  construction  of  the  act. 

\  2.  The  object  of  this  act  is  to  revise^  simplily»  and  amend  the 
laws  of  this  State  in  relation  to  insurance,  with  due  regard  to  the  legis- 
lation of  other  States,  so  as  to  secure  mutual  harmony  in  the  promo- 
tion of  the  public  interest,  to  define  the  relation  of  the  State  to  com- 
panies and  individuals,  to  insure  the  stability  of  companies,  to  protect 
the  interests  of  the  insured,  and  to  encourage  the  employment  of 
capital 

And  its  provisions  are  to  be  construed  liberally  in  furtherance  of 
the  protection  of  the  insured,  and  so  far  as  may  be  in  harmony  with 
the  construction  which  may  be  given  by  the  courts  of  other  States 
adopting  a  like  act. 

Harmony  in  substance  only  required. 

\  3.  The  words,  ^  the  substantial  provisions  of  this  act  shall  be 
enacted,"  shall  be  construed  to  mean  the  provisions  of  this  act  which 
define  the  right  to  do  insurance  business  and  provide  for  the  stability 
of  companies  and  the  protection  of  the  insured ;  and  differences  in 
respect  to  the  organization  of  the  insurance  department,  the  constitu- 
tion of  companies,  or  the  form  of  judicial  remedies,  shall  not  be 
deemed  to  impair  the  uniformity  which  this  act  is  intended  to  secure. 

The  same  burdens  imposed  on  companies  not  of  this  State  as  are  imposed 
abroad  on  [New-  York]  companies. 

§  4.  When,  by  the  laws  of  any  other  State  or  nation,  any  taxes, 
fines,  penalties,  licenses,  fees,  deposits  of  money,  or  of  securities,  or 
other  obligations  or  prohibitions,  are  imposed  on  insurance  companies 
of  this  State  doing  business  in  such  other  State  or  nation,  or  upon 
their  agents  therein,  so  long  as  such  laws  continue  in  force,  the  same 
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obligations  and  prohibitions,  of  whatever  kind,  shall  be  imposed  upon 
all  insurance  companies  of  such  other  State  or  nation  doing  buaness 
within  this  State,  and  upon  their  agents  here. 

"  Company^  defined. 

§  $.  The  term  "  company,"  as  used  in  any  provision  of  this  act 
subjecting  companies  to  any  obligation  or  restriction,  includes  indi- 
viduals, partnerships,  joint-stock  associations  and  corporations. 

•  •  •       . 

•       a 

*^ American*^  and  ^^Forei^'  companies  defined. 

§  6.  The  term  ''  American  company,"  as  used  in  this  act|  dedg- 
nates  a  company  which  exists  by  the  laws  of  any  State  or  territory  of 
the  United  States,  or  by  the  law  of  the  United  States.  M  other  are 
designated  as  foreign. 

'*  Company  of  a  Stat^'  defined. 

§  7.  The  expression  <*  company  of  a  State,  territory,  or  nation,"  as 
used  in  this  act,  means  a  company  incorporated  by  or  organised  under 
the  laws  of  such  State,  territcny,  or  nation. 

"  Commissionef'*  defined. 

§  8.  Except  in  section  13,  the  word ''commissioner"  designates  the 
officer,  by  whatever  name  called,  who  is  charged  for  the  time  being 
with  the  duties  of  commissioner  of  insurance. 

Oath  includes  affirmation. 

§  9.  The  term  oath,  in  this  act,  includes  affirmations. 

«  Directors^'  defined. 

§  10.  The  term  ''directors,"  in  this  act,  designates  the  trustees, 
managers,  or  other  officers  constituting  the  executive  board  of  a  com- 
pany. Directors  are  included  in  the  term  "  officers,"  unless  a  con- 
trary intention  appears. 

''Agent"  defined. 

§  II.  The  term  "agent"  or  "agents,"  in  this  act,  includes  an  ac- 
knowledged agent,  surveyor,  and  all  other  persons  who  shall  in  any 
manner,  directly  or  indirectly,  aid  in  transacting  the  business  of 
insurance. 

Nothing  contained  in  this  act  shall  be  construed  to  imply  that  an 
agent  has  any  power  to  bind  a  company,  not  expressly,  or  by  neces- 
sary implication,  given  him  by  the  company. 


TITLE   11. 
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THE  INSURANCE  COMMISSIONER. 


Insurance  depart pnent^  [or  dureau,] 

§  12.  There  is  hereby  established  a  distinct  department,  [or,  a  dis- 
tinct bureau  in  the  office  of  the  secretary  of  state,  or  other  office,  as  the 
case  may  be,\  to  be  known  as  the  insurance  department,  [or  bureau,] 
which  shall  be  charged  with  the  execution  of  the  laws  of  this  State  in 
relation  to  insurance. 

Insurance  commissioner, 

§  13.  [litis  section  will  provide  for  the  appointment,  salary,  term  of 
office,  clerks,  deputies,  etc,  and  may  he  in  the  language  of  statutes  al- 
ready in  force.     If  a  separate  officer  is  not  appointed,  tlic  section  may  be- 
as  follows :  The  said  is  hereby  declared  to  be, 

eX'Officio,  insurance  commissioner.] 

Disqualification  of  officers  and  agents, 

§  14.  No  person  who  is  a  director,  officer,  or  agent  of,  or  directly 
or  indirectly  interested  in,  any  insurance  company,  except  as  insured^ 
shall  be  commissioner  or  deputy  commissioner;  and  no  officer  or 
agent  of  any  insurance  company  doing  business  in  this  State  shall  be 
deputed  to  examine  the  affairs  of  a  company  under  this  act. 

General  duties  of  commissioner, 

§  15.  It  is  the  duty  of  the  commissioner : 

1.  To  see  that  all  laws  of  this  State  respecting  insurance  companies 
are  faithfully  executed. 

2.  To  file  in  his  office  every  charter  or  declaration  of  organization 
of  a  company,  with  the  certificate  of  the  attorney-general ;  and,  on 
application  of  the  corporators,  to  furnish  to  them  a  certified  copy 
thereof. 

3.  He  shall,  as  soon  as  practicable,  in  each  year  calculate,  or  cause 
to  be  calculated,  in  his  office,  by  ,officers  or  employees  of  his  depart- 
ment, [or  bureau,]  the  net  value,  on  the  31st  of  December  of  the  pre- 
vious year,  of  all  the  policies  in  force  on  that  day,  in  each  life  insiH- 


ranee  company  doing  business  in  this  State,  organized  by  authority  of 
this  State ;  and  of  every  other  hfe  insurance  company  doing  business 
in  this  State,  that  shall  fail  to  furnish  to  him,  as  hereinafter  provided,  a 
certificate  of  the  insurance  commissioner  of  the  State  by  whose  au- 
thority the  company  was  organized,  or  by  the  State  in  which  it  may 
elect  to  have  its  policies  valued  and  its  deposit  made  in  case  the 
company  is  chartered  by  the  government  of  the  United  States,  giving 
the  net  values  of  all  policies  in  force  in  the  conapany  on  the  31st  day 
of  December  of  the  preceding  year. 

4.  Calculations  of  the  net  value  of  each  policy  shall  be  based  upon 
the  American  Experience  Table  of  Mortality,  and  four  and  one  half 
per  cent  interest  per  annum.  And  the  net  value  of  a  policy  at  any 
time  shall  be  taken  to  be  the  net  single  premium  which  will  at  that 
time  effect  the  insurance,  less  the  value  at  that  time  of  the  future  net 
premiums  called  for  by  the  table  of  mortality  and  rate  of  interest  de- 
signated above. 

5.  In  case  it  is  found  that  any  life  insurance  company  doing  busi- 
ness in  this  State  has  not  on  hand  the  net  value  of  all  its  policies  in 
force,  after  all  other  debts  of  the  company  and  claims  against  it,  ex- 
clusive of  capital  stock,  have  been  pro\nded  for,  it  shall  be  the  duty 
of  the  insurance  commissioner  to  publish  the  fact  that  the  then  existing^ 
condition  of  the  affairs  of  the  company  is  below  the  standard  of  legal 
safety  established  by  this  State,  and  he  shall  require  the  company  at 
once  to  cease  doing  new  business ;  and  he  shall  immediately  institute 
proceedings,  as  required  in  this  act,  to  determine  what  further  shall 
be  done  in  the  case. 

6.  It  is  hereby  made  the  duty  of  the  insurance  commissioner,  after 
having  determined,  as  above,  the  amount  of  the  net  value  of  all  the 
policies  in  force,  to  see  that  the  company  has  that  amount  in  safe 
legal  securities,  of  the  description  and  character  hereafter  provided  in 
this  act;  after  all  its  other  debts  and  claims  against  it,  exclusive 
of  capital  stock,  have  been  provided  for. 

7.  He  shall  accept  the  valuations  made  by  the  insurance  commis- 
sioner of  the  State  under  whose  authority  a  life  insurance  company 
was  organized,  when  such  valuations  have  been  properly  made  on 
sound  and  recognized  principles  and  legal  basis,  as  above  :  provided 
the  company  shall  furnish  to  the  insurance  commissioner  of  this 
State  a  certificate  from  the  insurance  commissioner  of  such  State, 
setting  forth  the  value,  calculated  on  the  data  designated  above,  of 
all  the  policies  in  force  in  the  company  on  the  previous  31st  day  of 
December ;  and  stating  that,  after  all  the  other  debts  of  the  company^ 
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and  claims  against  it  at  that  time,  were  provided  for,  the  company 
had,  in  safe  securities  of  the  character  specified  in  this  act,  an  amount 
equal  to  the  net  value  of  all  its  policies  in  force ;  and  that  said  com- 
pany is  entitled  to  do  business  in  its  own  State. 

8.  Every  life  insurance  company  doing  business  in  this  State 
during  the  year  for  which  the  statement  is  made,  that  foils  promptly 
to  furnish  the  certificate  aforesaid,  shall  be  required  to  make  full  de- 
tailed lists  of  policies  and  securities  to  the  insurance  commissioner  of 
this  State,  and  shall  be  liable  for  all  charges  and  expenses  consequent 
upon  not  having  furnished  said  certificate. 

9.  For  every  company  doing  fire  insurance  business  in  this  State 
he  shall  calculate  the  reinsurance  reserve  for  unexpired  fire  risks  by 
taking  fifty  per  cent  of  the  premiums  received  on  all  unexpired  risks 
that  have  less  than  one  year  to  run,  and  a  pro  rata  of  all  premiums 
received  on  risks  that  have  more  than^ne  year  to  run,  provided  that 
when  the  reinsurance  reserve,  calculated  as  above,  is  less  than  forty 
per  cent  of  all  the  premiums  received  during  the  year,  the  reinsurance 
reserve  in  this  case  shall  be  the  whole  of  the  premiums  received  on 
all  its  unexpired  risks. 

10.  In  marine  and  inland  insurance  he  shall  charge  all  the  pre- 
miums received  on  unexpired  risks  as  a  reinsurance  reserve. 

11.  Having  charged  against  a  company  the  reinsurance  reserve,  as 
above  determined,  for  fire,  inland,  and  marine  insurance,  and  adding 
thereto  all  other  debts  and  claims  against  the  company,  he  shall,  in 
case  he  finds  the  capital  stock  of  the  company  impaired  to  the  extent 
of  twenty  per  cent,  give  notice  to  the  company  to  make  good  its 
whole  capital  stock  within  sixty  days ;  and  if  this  is  not  done,  he 
shall  require  the  company  to  cease  to  do  new  business  within  this 
State,  and  shall  thereupon,  in  case  the  company  is  organized  under 
authority  of  this  State,  immediately  institute  legal  proceedings,  as  re- 
quired in  this  act,  to  determine  what  further  shall  be  done  in  the  case. 

Any  company  receiving  the  aforesaid  notice  of  the  superinten- 
dent to  make  good  its  whole  capital  stock  within  sixty  days,  shall 
forthwith  call  upon  its  stockholders  for  such  amounts  as  will  make  its 
capital  equal  to  the  amount  fixed  by  the  charter  of  said  company;  and 
in  case  any  stockholder  of  such  company  shall  neglect  or  refuse  to 
pay  the  amount  so  called  for,  after  notice  personally  given,  or  by  ad- 
vertisement, in  such  time  and  manner  as  the  said  superintendent 
shall  approve,  it  shall  be  lawful  for  the  said  company  to  require  the 
xetum  of  the  original  certificate  of  stock  held  b}'  such  stockholder, 
and  in  lieu  thereof  to  issue  new  certificates  for  such  number  of  shares 
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as  the  said  stockholder  may  be  entitled  to,  in  the  proportion  that  the 
ascertained  value  of  the  funds  of  the  said  company  may  be  foimd  to 
bear  to  the  original  capital  of  the  said  company ;  the  value  of  such 
shares,  for  which  new  certificates  shall  be  issued,  to  be  ascertained 
under  the  direction  of  the  said  superintendent,  and  the  company  pay- 
ing for  the  fractional  parts  of  shares ;  and  it  shall  be  lawful  for  the 
directors  of  such  company  to  create  new  stock  and  dispose  of  the 
same,  and  to  issue  new  certificates  therefor,  to  any  amount  sufficient 
to  make  up  the  original  capital  of  the  company. 

Whenever  the  capital  stock  of  any  joint-stock  fire  or  marine  insur- 
ance company  of  this  State  becomes  impaired,  the  conmiissioner  may, 
in  his  discretion,  permit  the  said  company  to  reduce  its  capital  stock 
and  the  par  value  of  its  shares  in  proportion  to  the  extent  of  impair- 
ment :  Provided  that,  in  fixing  such  reduced  capital,  no  sum  exceed- 
ing twenty-five  thousand  dollars  shall  be  deducted  fi-om  the  assets  and 
property  on  hand,  which  shall  be  retained  as  surplus  assets ;  and  pro- 
vided, that  no  part  of  such  assets  and  property  shall  be  distributed  to 
the  stockholders ;  and  provided,  further,  that  the  capital  stock  shall 
not  be  reduced  to  an  amount  less  than  that  required  by  law  for  the 
organization  of  a  new  company. 

To  examine,  or  cause  to  be  examined,  every  detail  of  the  business 
of  any  company  transacting  business  of  insurance  within  this  State, 
-ivhenever  in  his  judgment  such  examination  is  required  by  the  in- 
terests of  the  policyholders  of  such  company. 

12.  It  shall  be  the  duty  of  the  insurance  commissioner,  after  he 
has  notified  a  life  insurance  company,  organized  under  authority  of 
this  State,  to  cease  doing  new  business  until  the  net  value  of  its  poli- 
cies in  force  is  equal  to  that  called  for  by  the  standard  of  safety  estab- 
lished by  the  State,  at  once  to  cause  a  rigid  examination  in  regard 
to  all  the  affairs  of  such  company :  in  case  it  shall  appear  that  there  is 
no  fraud  or  gross  incompetency  or  recklessness  shown  to  exist  in  the 
management,  he  may,  upon  publishing  the  facts  in  the  case,  permit 
such  company  to  continue  in  charge  of  its  business  for  one  year,  pro- 
vided there  is,  in  his  opinion,  reason  to  believe  that  the  company  may 
eventually  be  able  to  reestablish  the  legal  net  value  of  all  its  policies 
in  force.  At  the  end  of  the  year  named  above,  he  may  renew  the  per- 
mission, in  case,  on  examination,  he  is  satisfied  that  the  company  is 
likely  to  retrieve  its  affairs. 

13.-  In  case  the  Insurance  Commissioner  does  not  permit  the  com- 
pany to  continue  in  the  control  of  its  old  business,  it  is  hereby  made 
his  duty  to  institute  the  necessary  proceedings  for  the  protection  of 
its  policy-holders,  in  accordance  with  the  laws  of  this  State. 
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14.  To  publish  the  result  of  his  examitiation  of  the  affairs  of  any 
company,  whenever  he  deems  it  for  the  interest  of  the  public  so  to  do, 
in  one  or  more  papers  of  this  State. 

15.  To  suspend  the  entire  business  of  any  company  of  this  State, 
and  the  business,  within  this  State,  of  any  other  company,  during  its 
non-compliance  with  any  provision  of  this  act,  or  whenever  its  assets 
appear  to  him  insufficient  to  justify  its  continuance  in  business,  by  sus- 
pending or  revoking  the  certificate  granted  by  him ;  and  to  give  no- 
tice thereof  to  the  insurance  commissioner,  or  other  similar  officer  of 
every  State,  and  publish  the  same  in  the  paper  in  which,  by  law. 
State  notices  are  required  to  be  published. 

16.  To  institute,  or  cause  to  be  instituted,  the  necessary  proceed- 
ings, under  the  laws  of  this  State,  to  close  the  affairs  of  any  company 
of  this  State  which  shall  appear  to  him  upon  examination  to  be  in- 
solvent, or  fraudulently  conducted. 

17.  To  report  in  detail,  to  the  attorney-general,  any  violation  of 
law  relative  to  insurance  companies,  their  officers  or  agents,  or  the 
business  of  insurance. 

18.  To  furnish  to  the  companies  required  by  this  act  to  report  to 
him  the  necessary  blank  forms  for  the  statements  required. 

19.  To  preserve,  in  permanent  form,  a  full  record  of  his  proceed- 
ings, and  a  concise  statement  of  the  ^condition  of  each  company  or 
agency  visited  or  examined. 

20.  At  the  request  of  any  person,  and  on  payment  of  the  fee,  to 
give  certified  copies  of  any  record  or  papers  in  his  office,  when  he 
deems  it  not  prejudicial  to  public  interests  so  to  do,  and  to  give  such 
other  certificates  as  this  act  provides  for. 

•"   21.  To  report  annually  to  the  Legislature,  on  or  before  the 
day  of  ,  the  names  and  compensation  of  his  clerks ;  the 

receipts  and  expenses  of  his  department  for  the  year ;  his  official  acts ; 
the  condition  of  companies  doing  business  in  this  State ;  and  such 
other  information  as  will  exhibit  the  affairs  of  his  department. 

22.  To  send  a  copy  of  his  annual  report  to  the  insurance  commis- 
sioner, or  other  similar  officer,  of  every  other  State,  and  to  each  com- 
pany doing  business  in  this  State. 

23.  On  request,  to  communicate  to  the  insurance  commissioner  of 
any  other  State  in  which  the  substantial  provisions  of  this  act  shall  be 
enacted,  any  facts  which,  by  law,  it  is  his  duty  to  ascertain  respecting 
companies  of  this  State  doing  business  within  such  other  State. 

24.  To  adopt  and  to  renew,  from  time  to  time,  when  necessary, 
with  the  approval  of  the  governor,  a  seal  of  office,  an  impression  and 
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description  whereof,  with  the  governor's  certificate  of  approval,  shall 
be  filed  in  the  office  of  the  secretary  of  state. 

25.  It  shall  be  his  duty  to  see  that  no  company  is  permitted  to 
insure  lives,  in  this  State,  whose  charter  authorizes  it  to  do  fire, 
marine,  or  inland  insurance  business. 


General  powers, 

§  16.  The  insurance  commissioner,  for  the  purposes  of  examina- 
tions authorized  by  law,  has  power,  either  in  person  or  by  one  or 
more  examiners  by  him  commissioned  in  writing : 

1.  To  require  fi*ee  access  to  all  books  and  papers,  within  this  State, 
of  any  insiwance  company,  or  the  agents  thereof,  doing  business 
within  this  State. 

2.  To  summon  and  examine  any  person  being  within  this  State, 
under  oath,  which  he  or  any  examiner  may  administer,  relative  to  the 
affairs  and  condition  of  any  company. 

3.  For  probable  cause,  to  visit,  at  its  principal  office,  wherever  it 
may  be,  any  insurance  company  not  of  a  State  in  which  the  substan- 
tial provisions  of  this  act  shall  be  enacted,  and  doing  business  in  this 
State,  for  the  purpose  of  investigating  its  affairs  and  condition ;  and 
to  revoke  its  certificate  in  this  State,  if  it  does  not  permit  an  examina- 
tion. 

4.  To  revoke  or  modify  any  certificate  of  authority,  when  any 
conditions  prescribed  by  law  for  granting  it  no  longer  exist. 

5.  The  insurance  commissioner  has  also  power  to  institute  suits 
and  prosecutions,  either  by  the  attorney-general,  or  such  other  attor- 
ney as  the  commissioner  may  designate,  for  any  violation  of  this  act ; 
and  the  commissioner  shall  be  made  a  party  to  any  proceedings 
instituted  for  the  purpose  of  closing  up  the  affairs  of  any  company, 
when  the  same  shall  not  be  in  the  name  of  the  people  of  the  State. 


Penalty  for  refusal  to  testify. 

§  17.  Whoever,  without  justifiable  cause,  being  within  this  State, 
refuses  to  appear  and  testify  before  the  commissioner  when  so  re- 
quired, or  obstructs  him  in  the  discharge  of  his  duty,  shall  for  each 
offense  be  punished  in  a  fine  not  exceeding  one  thousand  dollars,  or 
by  imprisonment  not  exceeding  one  year. 
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Evidence, 

§  1 8.  Every  instrument  executed  by  the  commissioner  of  this  State, 
or  of  any  other  State  in  which  the  substantial-  provisions  of  this  act 
shall  be  enacted,  pursuant  to  authority  conferred  by  this  act,  and 
authenticated  by  his  seal  of  office,  shall  be  received  as  evidence  in 
this  State ;  and  copies  of  papers  in  his  office  certified  by  him,  and  so 
authenticated,  shall  be  received  as  evidence  in  this  State  with  the 
same  effect  as  the  originals. 

Every  such  instrument  so  executed  and  authenticated  by  the  com- 
missioner of  this  State  shall  be  recorded  in  the  same  manner,  and  the 
same  and  its  record  shall  have  the  like  effect,  as  if  acknowledged  or 
proved  according  to  law. 

The  impression  of  the  seal  may  be  directly  on  paper,  with  or  with- 
out tenacious  substance. 

Fees. 

§  19.  There  shall  be  paid  by  every  company,  to  whom  this  act 
applies,  the  following  fees  toward  defiraying  the  expenses  of  executing 
its  provisions : 

Upon  filing  the  declaration  ot  certified  copy  of  charter,  twenty- 
five  dollars. 

Upon  filing  the  annual  statement,  or  certificate  in  lieu  thereof, 
twenty  dollars. 

For  each  certificate  of  authority  and  certified  copy  thereof,  two 
dollars. 

For  every  copy  of  any  paper  filed  in  the  department,  \or  bureau,] 
the  sum  of  twenty  cents  per  folio;  and  for  affixing  the  official  seal  to 
such  copy  and  certifying  the  same,  one  dollar. 

For  valuing  policies  of  life  insurance  companies,  ten  dollars  per 
million  of  insurance,  or  any  fraction  thereof 

For  official  examinations  of  companies  under  this  act,  the  actual 
expenses  incurred. 

For  countersigning  and  registering  policies  and  annuity  bonds,  the 
reasonable  expenses  of  custody,  registration,  and  issue. 

Deficiency, 

§  20.  In  case  the  necessary  expenses  of  said  department  exceed 
the  amount  of  fees  collected  imder  this  act,  and  paid  into  the  State 
treasury,  (exclusive  of  the  tax  upon  premiums,)  the  excess  of  such  ex- 
penses shall  be  annually  assessed  by  the  commissioner,  in  equal 
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shares,  upon  all  the  insurance  companies  doing  business  in  this  State  ; 
and  the  commissioner  has  power  to  collect  such  assessments  and  pay 
the  same  into  the  State  treasury. 

Coutiiersigfiing  securities, 

§  21.  No  transfer  by  the  insurance  commissioner  of  securities  of 
any  kind,  in  any  way  held  by  him  in  his  official  capacity,  is  valid 
unless  countersigned  by  the  treasurer  of  the  State. 

It  is  the  duty  of  the  State  treasurer : 

f .  To  countersign  any  such  transfer  presented  to  him  by  the  com- 
missioner ; 

2.  To  keep  a  record  of  all  such  transfers,  stating  the  name  of  the 
company  from  whose  account  the  transfer  is  made;  the  name  of  the 
transferee,  unless  transferred  in  blank;  and  a  description  of  the 
security ; 

3.  Upon  countersigning,  to  advise  by  mail  the  company  concerned 
of  the  particulars  of  the  transaction ; 

4.  In  his  annual  report  to  the  Legislature,  to  state  the  amount  ot 
transfers  countersigned  by  him. 

Access  to  books, 

§  22.  For  the  purpose  of  verifying  the  correctness  of  records,  the 
commissioner  is  entitled  to  free  access  to  the  treasurer's  record  re- 
quired by  section  21,  and  the  treasurer  is  entitled  to  free  access  to  the 
books  and  other  documents  of  the  insurance  department,  relating  to 
securities  held  by  the  commissioner. 


TITLE  III. 


PROVISIONS   APPLICABLE    TO    ALL    CLASSES   OF 

COMPANIES. 

Article  I.  Authority  to  do  business,  and  restrictions  on  the  powers 

of  companies  and  agents. 
II.  Annual  statements. 
III.  Service  of  process  on  companies  not  of  this  State. 

ARTICLE  I. 

AUTHORITY     TO     DO     BUSINESS,  AND     RESTRICTIONS     ON    POWERS   OF 

COMPANIES   AND    AGENTS. 

Section  23.  Business  of  insurance  unlawful  except  as  froinded  in  this  act. 

24.  Insurance  depending  on  life  fwt  to  be  connected  with  other 

busifiess. 

25.  Approval  of  charter^  etc.,  by  attorney-gencraL 

26.  Investment  of  capital, 

27.  Eocaminatum  of  capital  atid  securities, 

28.  Conditions  of  commencing  business, 

29.  Agenfs  certificate  of  authority. 

30.  Contents  of  culvcrtisements. 

31.  Restrictions  on  holding  real  estate. 

32.  Companies  must  examine  their  oiun  securities. 

33.  Penalty  for  violation  of  act. 


PROVISIONS  APPLICABLE  TO  ALL  CLASSES  OF 

COMPANIES. 


Business  of  Insurance  unlawful  except  as  provided  in  this  act, 

§  23.  It  is  unlawful  for  insurers  or  their  agents  to  make,  negotiate, 
or  solicit,  within  this  State,  any  contract  of  insurance,  except  as 
authorized  in  this  act. 

insurance  depending  on  life  not  to  be  connected  with  other  business, 

§  24.  No  company  hereafter  organized  in  this  State  shall  make 
insurance  upon  the  lives  of  individuals,  nor  grant,  purchase,  or  dis- 
pose of  annuities  unless  organized  solely  therefor,  and  doing  such 
business  exclusively. 

Approval  of  charter  by  attorney -general, 

§  25.  No  declaration  of  organization  or  charter  of  an  insurance 
company  formed  under  any  general  law  of  this  State,  and  no  altera- 
tion or  amendment  thereof,  shall  be  operative  until  it  has  been  sub- 
mitted to  the  attorney-general  for  examination ;  and  found  by  him  to 
be  in  accordance  with  the  provisions  of  this  act,  and  of  such  general 
law,  and  not  inconsistent  with  the  constitution  and  laws  of  the  United 
States  and  of  this  State ;  and  so  certified  by  him,  and  delivered  to  the 
insurance  commissioner. 

Investment  of  capital, 

§  26.  The  capital  stock  and  accumulations  of  any  insurance  com- 
pany of  this  State,  shall  be  invested  in  the  bonds  or  treasury  notes  of 
the  United  States,  or  bonds  of  this  State  or  any  other  State  of  the 
United  States,  or  of  any  city,  town,  or  county  of  this  State  or  of  any 
other  State  of  the  United  States  having  legal  authority  to  issue  the 
same,  bearing  interest ;  or  they  may  be  invested  or  loaned  on  mort- 
gages of  unencumbered  real  estate  in  this  or  any  other  State  of  the 
United  States,  worth  at  least  double  the  amount  loaned  thereon,  ex- 
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lusive  of  buildings;  except  when  such  buildings  are  insured  and  the 

Ucies  duly  assigned  as  additional  security,  or  loaned  on  pledges  of 

)/  of  the  securities  named  in  this  section :   Provided  always,  that  the 

Trent  market  value  of  such  pledged  securities  shall  be  at  all  times 

•ring  tlie  continuance  of  such  loans  at  least  twenty  per  cent  more 

.n  .lie  sum  loaned  on  them,  and  all  such  loans  are  subject  to  the 

\^cr  of  the  company  to  terminate  the  same  in  case  of  depreciation 

J  '  ecurities  below  that  limit :  2xA  provided  X}[i2X  in  all  investments 

.  .  I  Ij  u  )o:i  mortgage  securities  the  evidence  of  the  debt  shall  accom- 

^'  I  .e  mortgage  or  deed  of  trust. 

.,'(>  dividends  shall  be  paid  except  from  surplus  in  excess  of  the 
^iii.iium  capital  stock  required  by  law,  reserve  fund  for  reinsurance 
■  \  olicies,  and  other  liabilities  of  the  company. 
:  ut  this  section  shall  not  be  construed  to  affect  the  power  of  a 
coni[)any  to  make  dividends  not  impairing  its  capital  and  its  reserves. 

« 

Examination  of  capital  and  securities, 

§  27.  Before  any  insurance  company  of  this  State  shall  do  any 
business,  the  insurance  commissioner  shall  cause  an  examination  to 
bj  in  ule,  either  by  himself  or  by  a  disinterested  person  appointed  by 
111  n  fv>r  that  purpose,  who  shall  certify,  under  oath,  that  the  capital 
herein  required  of  the  company  named  in  the  charter,  according  to 
tivj  nature  of  the  business  proposed  to  be  transacted  by  such  com- 
l>any,  has  been  paid  in  in  money,  and  invested  in  such  securities  as 
arc  required  by  section  26  of  this  act  or,  if  a  mutual  company,  that  it 
has  received  and  is  in  actual  possession  of  the  premiums,  or  ban&fide 
engagements  of  insurance,  or  other  securities,  as  the  case  may  be,  to 
t.ie  fu  I  extent  and  of  the  value  required  by  law;  and  the  name  and 
tlic  resivlence  of  the  maker  of  each  premium  note  forming  part  of  the 
capital  or  assets,  and  the  amount  of  such  note,  shall  be  reported  to 
j'li  commissioner;  and  the  corporators  or  officers  of  such  company 
,  ..ill  be  required  to  certify,  under  oath,  that  the  capital  exhibited  to 
c  ose  persons  is  bond-fide  property  of  the  company;  which  certifi- 
.\w^  shall  be  filed  in  the  office  of  the  commissioner.  • 

Conditions  of  commencing  business, 

§  28.  Before  any  insurance  company  shall  commence  business  in 
this  State,  the  following  conditions  must  be  complied  with. 

1.  It  must  be  fully  organized. 

2.  If  it  be  a  company  not  of  this  State,  a  copy  of  its  charter,  duly 
accepted,  or  its  declaration  of  organization  or  deed  of  settlement, 
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duly  approved,  as  provided  in  section  15,  and  duly  certified  by  the 
insurance  commissioner  or  other  proper  officer  of  its  own  State  or 
nation,  with  his  certificate  that  the  company  is  entitled  to  assume 
risks  and  issue  policies  therein,  together  with  the  stipulation  respect- 
ing service  of  process  in  this  State,  required  by  Article  III.  of  this 
tide,  and  a  statement  of  the  place  where  it  is  located,  must  be  filed 
with  the  insurance  commissioner  of  this  State. 

3.  It  must  procure  from  the  insurance  commissioner  of  this  State  a 
certificate  that  it  has  complied  with  the  provisions  of  the  law  of  this 
State  applicable  to  it,  and  is  entitled  to  assume  risks  and  issue  poli- 
cies in  this  State. 

Agenfs  certificate  of  authority, 

§  29.  No  person  shall  act  as  agent,  in  this  State,  for  any  company 
not  of  this  State,  in  any  matter  whatever  relating  to  risks,  until 
the  last  section  has  been  complied  with  on  the  part  of  the  company, 
and  he  has  received  firom  the  insurance  commissioner  a  certificate  of 
authority,  stating  that  the  foregoing  requirements  have  been  complied 
with,  a  record  of  which  certificate  shall  be  kept  in  the  office  of  the 
commissioner.  A  renewal  certificate  must  be  procured  and  filed  in 
the  month  of  in  each  year. 

Contents  of  advertisements, 

§  30.  Every  agent  of  any  insurance  company,  not  of  this  State, 
shall,  in  all  advertisements  of  such  agency,  publish  the  location  of  the 
company,  giving  the  name  of  the  city,  town,  or  village  in  which  the 
company  is  located,  and  the  State  or  government  under  the  laws  of 
which  it  is  organized. 

Restrictions  on  holding  real  estate. 

§  31.  It  is  unlawful  for  any  insurance  company  of  this  State  to 
purchase,  hold,  or  convey  real  estate  anywhere,  and  for  any  other 
insurance  company  to  purchase,  hold,  or  convey  real  estate  within 
this  State,  except  for  the  purposes  and  in  the  manner  and  time  fol- 
lowing : 

I.  Such  as  shall  be  requisite  for  its  accommodation  in  the  transac- 
tion of  its  business ;  or, 

2.'  Such  as  shall  have  been  mortgaged  to  it  in  good  faith,  by  way 
of  security  for  loans  previously  contracted,  or  for  moneys  due ;  or, 
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3.  Such  as  shall  have  been  conveyed  to  it  in  satisfaction  of  debts 
previously  contracted  in  the  course  of  its  dealings ;  or, 

4.  Such  as  shall  have  been  purchased  at  sales  upon  judgments,  de- 
crees, or  mortgages  obtained  or  made  for  such  debts. 

Real  estate  lawfully  acquired  as  aforesaid,  and  not  necessary  for  the 
accommodation  of  the  company  in  the  transaction  of  its  business, 
shall  be  sold  and  disposed  of  within  five  years  after  its  acquiring  title 
to  the  same ;  imless  the  company  procures  a  certificate  from  the  in- 
surance commissioner  that  the  interests  of  the  company  will  suffer 
materially  by  a  forced  sale  thereof,  and  extending  the  time  for  the 
sale  to  a  period  fixed  in  said  certificate. 

Any  company  of  a  State  in  which  the  substantial  provisions  of  this 
act  shall  be  enacted,  may  purchase,  hold,  and  convey  real  estate 
within  this  State,  or  any  other  of  the  said  States,  for  the  purposes  and 
in  the  time  and  manner  above  provided  for. 

CompanUs  must  examine  their  own  securities, 

§  32.  Every  insurance  company  having  deposited  securities  with 
the  insurance  commissioner,  whether  under  this  act  or  any  other,  must, 
\>y  its  president,  secretary,  or  attorney,  examine  the  securities  and 
compare  them  with  the  bo6ks  of  the  department  \or  bureau]  once  or 
more  in  each  calendar  year,  at  such  times,  in  ordinary  business  hours, 
as  the  company  may  direct,  and  if  found  correct,  give  the  commis- 
sioner a  written  acknowledgment  that  the  same,  designating  the 
kinds  and  the  amounts,  are  in  his  custody  at  the  date  of  the  acknow- 
ledgment. 

Penalty  for  violation  of  act, 

§  33.  Each  violation  of  this  act  shall  subject  the  party  violating  to 
a  penalty  of  five  hundred  dollars,  to  be  sued  for  and  recovered  in  the 
name  of  the  people,  either  as  prescribed  by  subdivision  5  of  section 
16,  in  which  case  it  shall  be  paid  into  the  funds  of  the  insurance  de- 
partment, \or  bureau,]  or  by  the  district  attorney  of  the  county  in 
which  the  company  or  persons  so  violating  shall  be  situated,  in  which 
case  one  half  shall  be  paid  into  the  treasury  of  such  county,  and  the 
other  half  to  the  informer  of  such  violation. 

In  case  of  non-payment  of  the  penalty,  the  offender  is  liable  to  im- 
prisonment for  a  period  not  exceeding  six  months^  in  the  discretion  of 
any  court  having  cognizance  thereof. 
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ARTICLE     II. 


ANNUAL   STATEMENT. 


Section  34.  Annual  statements  required. 
35.  Form  of  statements. 
Tfi.  Addiiional  questions. 
37.    Verification  of  statements. 
7^.  Company  in  default  to  do  no  new  business. 

39.  PencUiy  for  neglect  to  make  statement.    » 

40.  False  statements. 

41.  Publication  of  statements. 

42.  Receivers  and  trustees. 

Annual  stcUemetits  required. 

§  34.  Every  insurance  company  doing  business  in  this  State  muse 
transmit  to  the  insurance  commissioner  a  statement  of  its  condition 
and  business  for  the  year  ending  on  the  preceding  31st  of  December, 
which  statement  shall  be  rendered  on  the  ist  day  of  January  follow- 
ing, or  within  sixty  days  thereafter ;  except  that  foreign  companies 
shall  transmit  their  statement  of  business,  other  than  that  done  in  the 
United  States,  prior  to  the  following  first  day  of  July. 

Form  of  statements. 

§  35.  The  annual  statements  required  by  the  last  section  must  be 
in  form,  and  state  the  particulars  required  by  the  blanks  prescribed 
by  the  commissioner. 

Additional  questions, 

§  36.  The  insurance  commissioner  may  require,  at  any  time,  state- 
ments from  any  company  doing  business  within  this  State,  or  any  of 
its  officers  or  agents,  on  such  points  as  he  deems  necessary  and  proper 
to  elicit  a  full  exhibit  of  its  business  and  standing. 

Verification  of  statements. 

§  37.  The  statements  required  under  this  act  must  be  verified  by 
the  signature  and  oath  of  the  president  or  vice-president,  with  those 
of  the  secretary  or  actuary ;  or  by  those  of  a  majority  of  the  direc- 
tors. 
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Company  in  default  to  do  no  new  business. 

§  38.  No  company  having  neglected  to  file  a  statement  required 
from  it,  within-  the  time  and  in  the  manner  prescribed,  shall  do  any 
new  business,  after  notification  by  the  comipissioner,  while  such  ne< 
gleet  continues. 

Ptfialty  for  neglect  to  make  statement, 

§  39.  Any  company  neglecting  to  make  and  transmit  any  state- 
ment required  shall  forfeit  one  hundred  dollars  for  each  day's  neglect. 

Fabe  statements, 

§  40.  Any  company*  or  person  willfully  making  a  false  statement  in 
any  re[>ort  to  the  commissioner  is  liable  to  a  fine  of  not  less  than 
$500,  and  not  more  than  $1000,  to  be  imposed  by  any  court  of  com- 
petent jurisdiction. 

Publication  of  statements. 

§  41.  The  insurance  commissioner  has  authority  to  prevent  publi- 
cation of  any  part  of  the  statement,  made  under  this  article,  until  his 
annual  report  to  the  legislature  is  made. 

Receivers  and  trustees, 

§  42.  Every  receiver  or  other  judicially  appointed  trustee  of  an  in- 
surance company  of  this  State,  must  make  the  statements  required 
under  this  article,  and  all  the  provisions  of  this  article  shall  apply  to 
such  receivers  or  trustees. 
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ARTICLE  III. 

SERVICE  OP  PROCESS  ON  COMPANIES  NOT  OF  THIS   STATE. 

Section  43.   Service  of  process  on  companies  not  of  this  State. 

44.  Rejfocation  of  stipulation^ 

45.  Ejfect  and  proof  of  service, 

•  46.    Commissioner  to  forward  process  served  on*him. 
47.   "  Proces^^  defined. 

Service  of  process  on  companies  not  of  this  l^ate. 

§  43.  No  insurance  company  not  of  this  State,  nor  its  agents,  shall 
do  business  in  this  State,  until  it  has  filed  with  the  insurance  commis- 
sioner of  this  State  a  Mrritten  stipulation,  duly  authenticated  by  the 
company,  agreeing  that  any  legal  process  affecting  the  company^ 
served  on  the  insurance  commissioner  or  his  deputy,  shall  have  the 
same  effect  as  if  served  personally  on  the  company  within  this  State. 

Any  such  company  may,  at  its  option,  explicitly  designate  in  its 
stipulation  its  principal  office  or  agency  in  this  State,  and  in  such  case 
the  stipulation  may  be  that  any  legal  process  served  on  the  insurance 
commissioner  or  his  deputy,  and  also  on  the  person  in  charge  of  such 
office  at  the  time  when  service  is  made,  shall  have  the  same  effect  as 
if  served  personally  on  the  company ;  and  that  if  there  be  no  person 
in  charge,  or  if  he  keep  himself  concealed,  or  avoid  service,  such  pro- 
cess may  be  served  on  him,  or  at  such  office,  by  publication,  or  post- 
ing, or  otherwise,  in  the  manner  which  shall  then  be  prescribed  by  the 
law  of  this  State  for  substituted  service ;  and  that  if  such  company 
should  cease  to  maintain  such  an  office  in  this  State,  so  designated^ 
such  process  may  thereafter  be  served  on  the  insurance  commissioner 
or  his  deputy  alone. 

Revocation  of  stipulation. 

§  44.  So  long  as  any  liability  of  the  stipulating  company  to  any 
resident  of  this  State  continues,  such  stipulation  can  not  be  revoked  or 
modified ;  except  that  a  new  one  may  be  substituted  so  as  to  require 
or  dispense  with  service  at  the  office,  or  to  change  the  designation  of 
such  office. 
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EJfect  and  proof  of  service. 

§  45.  Service  of  process,  according  to  a  stipulation  under  section 
43,  shall  be  sufficient  personal  service  on  the  company. 

A  copy  of  such  stipulation  certified  by  the  commissioner,  and  his 
certificate  of  the  revocation  or  modification  of  such  stipulation,  that  a 
company  has  no  office  within  the  State  duly  designated  by  such  sti- 
pulation, and  that  process  has  been  duly  served  on  him  or  his  deputy^ 
or  either  of  such  facts,  shall  be  sufficient  evidence  thereof. 

Commissioner  to  forward  process  served  on  him, 

§  46.  When  process  against  or  affecting  an  insurance  company  is 
served  on  the  insurance  commissioner  or  his  deputy,  he  must  file  the 
same,  and  mail  a  certified  copy  to  the  company  at  its  home  office*, 
postage  prepaid. 

Process  includes  writ,  summofiSy  or  order, 

§  47.  The  term  "  process"  in  this  act  includes  any  writ,  summons,, 
or  order,  whereby  any  action,  suit,  or  proceeding  shall  be  commenced^ 
or  which  shall  be  issued  in  or  upon  any  action,  suit,  or  proceeding. 


TITLE   IV. 


FIRE  AND    INLAND    INSURANCE    COMPANIES. 

Section  48.  Minimum  of  capital, 

49.  Mutual  companies, 

50.  Limit  of  risks, 

51.  Restrictions  on  dividends, 

52.  Insured  may  participate  in  profits, 

53.  American  fire  companies  need  fiot  deposit, 

54.  Foreign  companies  required  to  make  deposit. 

55.  In  what  cases  deposit  dispensed  with, 
^6-  Capital^  Jww  computed, 

cy.  Annual  certificate, 

1^8.  Provisions  of  this  title  apply  to  inland  insurance  companies. 


FIRE  INSURANCE  COMPANIES. 


Mudmum  of  capital, 

§  48.  No  joint-stock  fire  insurance  company  shall  be  organized  in 
this  State,  or  do  business  in  this  State,  unless  it  has  at  least  two  hun- 
dred thousand  dollars  capital. 

Mutual  companies, 

§  49.  No  mutual  fire  insurance  company  not  of  this  State  shall  do 
business  in  this  State. 

Limit  of  risks, 

§  50.  No  fire  or  inland  insurance  company  of  this  State,  or  doing 
business  in  this  State,  shall  expose  itself  to  any  loss  on  any  one  fire  or 
iiiland  navigation  risk  or  hazard,  either  by  one  or  more  policies,  to  an 
amount  exceeding  ten  per  cent  of  its  p>aid-up  capital,  whether  reinsur- 
ed or  not 

» 

Restrictions  on  dividends, 

§  51.  No  fire  insurance  company  shall  make  any  dividend,  except 
fi-om  the  surplus  profits  arising  fi-om  its  business.  In  estimating  such 
profits,  there  shall  be  reserved  therefrom : 

1.  A  sum  equal  to  the  whole  amount  of  premiums  on  unexpired 
risks  and  policies,  which  are  hereby  declared  to  be  unearned  premi- 
ums; 

2.  All  sums  due  the  company  on  bonds  and  mortgages,  bond% 
stocks,  and  book  accounts,  of  which  no  part  of  the  principal,  nor  the 
interest  thereon,  has  been  paid  during  the  preceding  year,  and  for  which 
foreclosure  or  suit  has  not  been  commenced,  or  which,  afler  judg- 
ment obtained  thereon,  shall  have  remained  more  than  two  years  un- 
satisfied, and  on  which  interest  shall  not  have  been  paid  ;  and, 

3.  All  interest  due  or  atcrued  and  remaining  unpaid. 
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H'cvided^  that  any  company  may  declare  dividends  not  exceeding 
ten  per  cent  on  its  capital  stock,  in  any  one  year,  that  possesses  an 
accumulated  fund  in  addition  to  the  amount  of  its  capital  stock,  and 
of  such  dividend,  and  all  actual  outstanding  liabilities,  equal  to  one 
half  of  the  amount  of  all  premiums  on  risks  not  terminated  at  the  time 
of  making  such  dividend.  Any  dividend  made  contrary  to  this  sec- 
tion shall  subject  the  company  making  the  same  to  a  forfeiture  of  its 
charter,  and  each  stockholder  receiving  it  to  a  liability  to  the  creditors 
of  such  company,  to  the  extent  of  the  dividend  received,  beside,  the 
other  penalties  and*  punishments  prescribed  by  law.  This  section  shall 
not  apply  to  the  declaration  of  scrip  dividends  by  participating  com- 
panies ;  but  no  such  scrip  dividend  shall  be  paid,  except  from  surplus 
profits  after  reserving  all  sums  as  above  provided,  including  the  whole 
amount  of  premiums  on  unexpired  risks. 

The  word  "  year,"  wherever  used  in  this  section,  shall  be  construed 
to  mean  the  calendar  year. 

Insured  may  participate  in  profits, 

§  52.  Any  joint-stock  fiie  insurance  company  may  (upon  the  writ- 
ten consent  of  the  holders  of  three  fourths  in  amount  of  the  stock) 
permit  the  insured  to  participate  in  the  profits  of  its  business,  and  pro- 
vide how  far  any  scrip,  issued  to  the  insured  for  such  profits,  shall  be  •' 
liable  for  the  losses  to  be  sustained ;  and  any  company  so  doing, 
whenever  an  amount  not  less  than  one  hundred  thousand  dollars  has 
been  accumulated,  and  scrip  so  issued  therefor,  may,  upon  the  written 
consent  of  the  holders  of  three  fourths  in  amount  of  the  stock,  pay  off 
and  cancel  an  amount  of  the  original  cash  capital  equal  to  one  half 
of  the  accumulated  profits,  and  so  may  continue  from  time  to  time 
until  the  whole  amount  of  the  original  cash  capital  is  paid  off :  pro- 
vided^  that  before  any  portion  of  such  capital  stock  shall  be  so  paid 
off,  proof  shall  be  exhibited  to  the  insurance  commissioner  that  an 
amount  of  accumulated  profits  has  been  realized,  scrip  issued  therefor, 
£^nd  investments  made  thereof,  pursuant  to  the  provisions  of  section 
26  of  this  act,  at  least  equal  to  double  the  amount  so  desired  to  be 
paid  off  and  canceled,  and  the  said  commissioner  shall  also  fuist  certify 
that  he  is  satisfied  with  such  proo£ 

American  fire  companies  need  not  deposit. 

§  53.  No  fire  insurance  company  of  any  other  State  of  the  United 
States,  in  which  the  substantial  provisions  of  this  act  shall  be  enacted, 
shall  be  required  to  make  any  deposit  in  this  State. 
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Foreign  companies  required  to  make  deposit. 

§  54.  No  foreign  fire  insurance  company  shall  do  business  in  t^is 
State,  unless  it  has  on  deposit  with  the  commissioner  of  this  State,  for 
the  benefit  of  all  its  policy-holders  in  the  United  States,  the  sum  of 
two  hundred  thousand  dollars,  invested  and  valued  as  prescribed  in 
section  26,  or  unless  it  has  complied  with  the  next  section. 

In  what  cases  deposit  dispensed  with, 

§  55.  A  foreign  fire  insurance  company,  which  has  its  principal 
office  in  the  United  States  in  any  State  in  which  the  substantial  pro- 
visions of  this  act  shall  be  enacted,  may  file  with  the  insurance 
commissioner  of  this  State  a  certificate  made  by  the  insurance  com- 
missioner of  such  other  State,  that  he  holds  a  deposit  made  by  such 
company,  such  as  is  described  in  the  last  section. 

No  deposit  shall  be  required  in  this  State  firom  such  company 
while  the  deposit  so  certified  remains  sufficient. 

Capitaly  how  computed. 

§  56.  For  the  purposes  of  this  act,  the  capital  of  any  foreign 
insurance  company,  doing  fire  insurance  business  in  this  State,  shall 
be  deemed  to  be  the  aggregate  value  of  its  deposits  with  the  insurance 
or  other  departments  of  this  State,  and  of  the  other  States  of  the 
United  States,  for  the  benefit  of  policy-holders  in  any  such  State,  or  in 
the  United  States,  and  its  assets  and  investments  certified  according 
to  the  provisions  of  this  act  in  the  United  States,  after  making  the 
same  deductions  therefirom  for  losses  and  all  liabilities  within  the 
United  States,  and  for  premiums  on  unexpired  risks,  as  are  made  in 
the  case  of  companies  of  this  State ;  provided  that  such  assets  and 
investments  be  vested  in  and  held  within  the  United  States  by  trus- 
tees, citizens  of  the  United  States,  appointed  by  the  board  of  directors 
of  the  company,  and  approved  by  the  insurance  commissioner  of  the 
State  where  invested  for  the  benefit  of  the  policy-holders  and  creditors 
in  the  United  States.  The  trustees  so  chosen  are  hereby  empowered 
to  take,  hold,  and  convey  real  and  personal  property  for  the  purposes 
of  the  trusty  subject  to  the  same  restrictions  as  insurance  companies  of 
this  Sute. 

Annual  certificate, 

§  57.  The  annual  certificate  of  the  insurance  commissioner,  given 
to  any  foreign  fire  insurance  company  or  its  agents,  within  this  State, 
under  section  ,  must  state  the  amount  of  the  capital  of  the  cotn- 
pany,  ascertained  by  him  as  defined  by  the  last  section. 
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The  prmmioHi  of  this  title  made  applicable  to  inland  insuramee 
companies, 

§  5S.  All  the  provisions  contained  in  this  title  respecting  fire  insur- 
ance companies  shall  apply  to  companies  doing  an  inland  insurance 
business,  so  far  as,  from  the  nature  of  the  business  of  inland  insurance, 
the  same  may  be  applicable. 


TITLE  V. 


lif;e  insurance  companies. 

Section  59.  Minimum  of  capital. 

60.  Companies  to  make  deposits, 

61.  Deposit  to  be  held  as  security, 

62.  Certificates  of  American  companies  of  other  States  in  lieu 

of  deposits. 

63.  Proceedings  in  case  a  company  wishes  to  relinquish  its  busi^ 

ness, 

64.  Transfer  in  trust  to  secure  registered  policies, 

65.  Issue  of  registered  policies, 

66.  Renewal  receipts.     Canceled  policies, 

67.  Limit  of  issues. 

6S»  Registered  policies  and  bonds  only  may  be  issued, 

69.  The  State  not  liable. 

70.  Collection  of  interest.     Substitution  of  securities. 

71.  Companies  organized  by  Congress  to  elect  a  State  in  which 

to  have  policies  valued. 


LIFE  INSURANCE  COMPANIES. 

/ 

Minimum  of  capital, 

§  59«  No  life  insurance  company  shall  be  organized  or  do  business 
in  this  State  unless  it  has  at  least  one  hundred  thousand  dollars,  capi< 
tal  or  assets,  invested  as  provided  in  this  act. 

Deposits  j'  how  invested. 

§  60.  No  life  insurance  company  of  this  State  shall  do  business  in 
this  State  or  elsewhere,  and  no  other  life  insurance  company,  except 
as  provided  in  section  28,  shall  do  business  in  this  State,  unless  it  has 
on  deposit  with  the  insurance  commissioner  or  other  financial  officer 
of  this  State,  as  security  for  all  its  policy-holders,  stocks  or  bonds  of 
this  State  or  of  the  United  States  to  an  amount  the  actual  market 
value  of  which,  exclusive  of  interest,  shall  never  be  less  than  one 
hundred  thousand  dollars,  which  stock  or  bonds  shall  be  retained  by 
the  commissioner  or  other  designated  officer  and  disposed  of  as  di- 
rected by  law : 

Provided^  however^  that  personal  obligations,  secured  by  first  mort- 
gages on  real  estate  within  this  State,  worth,  exclusive  of  all  buildings, 
at  least  double  the  amount  of  the  lien,  and  bearing  an  interest  of  not 
less  than  six  per  cent  per  annum,  may  be  received  by  the  said  finan- 
cial officer  of  this  State,  instead  of  bonds  or  stocks,  to  the  amount  of 
not  exceeding  fifty  thousand  dollars. 

Deposit  to  be  held  as  security, 

§  61.  "As  long  as  any  policies  of  the  depositing  company  remain 
in  force,  the  insurance  commissioner  shall  hold  the  deposit  mentioned 
in  the  last  section  as  security  for  all  holders  of  its  policies. 

Certificates  of  American  companies  of  other  States  in  lieu  of  deposit. 

§  63.  Any  life  insurance  company  of  any  other  State  of  the  United 
States  in  which  the  substantial  provisions  of  this  act  shall  be  enacted, 
may  file  with  the  Insurance  Commissioner  of  this  State  a  certifi- 
cate of  the  Insurance  Commissioner  of  such  other  State,  that,  as  such 
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officer,  he  holds  in  trust  and  on  deposit,  for  the  benefit  of  all  the 
policy-holders  of  such  company,  tho  deposit  above  described,  stating 
the  items  of  the  securities  so  held  ;  anvl  that  he  is  satisfied  that  such 
securities  are  worth  one  hundred  thousrnd  dollars. 

No  deposit  shall  be  required  in  tliis  Stat  j  while  the  said  deposit  so 
certified  remains. 

Proceedings  in  case  a  company  wishes  to  relinquish  its  business, 

§  63.  When  any  life  insurance  company,  doing  business  in  this 
State,  desires  to  relinquish  its  business,  the  Insurance  Commissioner 
shall,  on  its  application,  under  the  oath  of  the  president  or  vice-presi- 
dent, and  secretary  or  actuary,  give  notice  of  such  intention  in  the 
paper  in  which  the  State  notices  are  directed  to  be  inserted,  at  least 
twice  a  week  for  six  months ;  and  after  such  publication  he  shall  de- 
liver up  to  such  company,  or  its  assigns,  any  securities  held  by  him 
belonging  to  it,  on  being  satisfied  by  the  exhibition  of  its  books  and 
papers,  and  on  examination,  by  himself  or  a  person  appointed  by  him^ 
and  upon  the  oath  of  the  president  or  vice-president,  and  the  secre- 
tary or  actuary  of  the  same,  that  all  liabilities  due,  or  to  become  due, 
on  any  agreement  made  with  any  citizens  of  the  United  States,  are 
paid  and  extinguished.  And  the  commission^  may  also,  fi-om  time 
to  time,  deliver  up  to  such  company,  or  its  assigns,  any  part  of  said 
securities,  on  being  satisfied  by  any  other  competent  proof  that  all  lia- 
bilities due,  or  to  become  due  on  any  agreement  made  by  it,  are  less 
than  one  half  of  the  amount  of  the  securities  he  still  retains. 

Any  foreign  life  insurance  company  having  made  such  publication, 
may,  in  the  discretion  of  the  Insurance  Commissioner,  withdraw  one 
half  of  its  deposit  of  one  hundred  thousand  dollars,  on  registering,  ac- 
cording to  the  provisions  of  law  for  registered  policies,  all  its  out- 
standing policies  issued  to  citizens  or  residents  of  the  United  States, 
and  covenanting  to  maintain  unimpaired  the  reinsurance  deposit  for 
such  registered  policies  at  all  future  times,  and  specially  pledging  for 
their  security  all  future  premiums  payable  on  American  policies. 

Transfer  in  trust  to  secure  re^tered  policies, 

§  64.  Any  life  insurance  company  of  this  State  may,  at  any  time, 
assign  to  the  insurance  commissioner  securities,  such  as  are  described 
in  section  26,  to  the  amount  of  twenty-five  thousand  dollars  or  more, 
in  addition  to  the  deposits  required  by  that  section,  to  be  held  by  him 
in  trust  for  the  benefit  of  all  holders  of  its  policies  and  bonds  register- 
e  1  under  section  (^(^^  and  not  to  be  transferred  by  him  without  the 


written  application  of  the  company,  or  its  receiver  duly  appointed,  and 
lor  the  purpose  of  paying  such  holders. 

Isstie  of  re^tered  policies, 

§  65.  Upon  being  furnished  by  the  depositing  company  with  policies 
and  annuity  bonds,  consecutively  numl>ere.l,  executed  by  the  com- 
pany in  duplicate,  each  bearing  the  words, "  The  present  net  value  01' 
this  policy  is  secured  by  pledge  of  public  stocks  or  bonds  and  mort- 
gages," and  of  such  denominations  and  amounts  as  the  company  may 
require,  within  the  limits  prescribed  by  section  65  the  commissioner 
shall  register  the  same  in  books  provided  for  the  purpose,  and  coun- 
tersign, seal,  and  deliver  to  the  company  the  originals,  and  nle  the 
duplicates. 

Mutilated  registered  policies  and  annuity  bonds,  issued  to  a  com- 
pany, shall  be  received  back  by  the  commissioner,  and  others  deliv- 
ered in  lieu  thereof,  of  like  tenor  and  date ;  and  in  case  of  lost  policies 
or  bonds,  he  shall  furnish  certified  copies  of  the  duplicates  on  file. 

Reneival  receipts.     Canceled  policies, 

§  ^d.  Receipts  for  renewal  premiums  on  registered  policies  must  be 
countersigned  or  stamped  in  the  insurance  department ;  and  no  poli- 
cies shall  be  marked  off  or  canceled  on  the  books  of  a  registering 
company,  except  those  the  renewal  receipts  for  which  are  returned  to 
the  department,  or  other  proof  satisfactory  to  the  commissioner  ]«  fur- 
nished, that  they  have  not  been  taken  or  have  ceased  to  be  in  force. 

Limit  of  issues, 

§  67.  The  commissioner  shall  value  the  policies  and  annuity  bonds 
registered  under  the  last  section,  according  to  the  rules  prescribed  by 
section  15,  and  in  no  case  shall  the  aggregate  amount  of  the  net  value 
of  said  policies  and  bonds  issued  to  any  company  exceed  the  value  of 
the  securities  he  holds  by  its  transfer,  as  provided  in  section 

He  may,  upon  satisfactory  proof  presented  in  writing  and  filed 
with  him,  that  the  securities  so  held  by  him  exceed  the  net  present 
value  of  outstanding  registered  policies  and  annuity  bonds  issued  to 
the  depositing  company,  allow  it  to  withdraw  the  excess. 

Registered  policies  and  bonds  only  may  be  issued, 

§  6^'  Hereafter  any  company  that  shall  issue  a  registered  policy 
sball  be  thereafter  prohibited  from  issuing  unregistered  policies. 
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The  StaU  not  liabU, 

§  69,  Nothing  in  this  act  shall  be  construed  as  implying  any  obli- 
gation on  the  part  of  the  State  to  pay  policies  or  annuity  bonds  of 
companies,  except  as  to  the  net  value  thereof  by  a  proper  application 
of  the  securities  deposited  or  transferred  to  the  objects  declared  by 
the  act. 

Collection  of  interest.     Substitution  of  securities. 

§  70.  So  long  as  any  deposit  required  by  this  article  is  kept  good, 
and  the  depositing  company  is  solvent,  the  commissioner  may  i>ermit 
the  company  to  collect  the  interest  or  dividends  on  its  securities  so 
deposited ;  and  from  time  to  time  to  withdraw  any  of  such  securities, 
on  depositing  with  him  others  of  equal  value  and  like  character. 

Life  companies  organized  by  Congress  to  elect  a  State  in  which  to  have 
t/ieir  policies  valued^  etc, 

§  7 1.  Any  life  insurance  company,  organized  under  a  law  of  Con- 
gress, shall  elect  one  State  in  which  its  policies  shall  be  valued,  and 
the  certificate  of  the  proper  officer  of  such  State  that  such  has  been 
done,  shall  be  received  by  the  commissioner  of  this  State  as  of  the 
same  force  and  effect  as  if  such  company  had  been  organized  under 
the  laws  of  such  State. 

And  such  company  shall  comply  with  the  law  of  the  State  so 
selected  as  regards  the  deposit  required  to  be  made  therein  •  for  the 
protection  of  policy-holders;  and  the  certificate  of  the  commissioner 
of  such  State  that  said  deposit  has  been  duly  made,  shall  be  received 
by  the  commissioner  of  this  State  as  of  the  same  effect  as  if  said  com- 
pany had  been  organized  under  the  laws  of  the  State  so  selected. 


TITLE  VI. 


MARINE   INSURANCE  COMPANIES. 

Secihn  fz.  Minimum  of  capital. 

73.  American  marine  companies  need  not  deposit. 

74.  Foreign  companies  required  to  make  deposit, 

75.  In  what  cases  deposit  may  be  dispensed  tvith^ 


MARINE  INSURANCE  COMPANIES. 


Minimum  of  Capital. 

§  72.  No  joint-stock  marine  insurance  company  shall  hereafter  be 
organized  in  this  State,  unless  it  has  a  paid-up  capital  of  at  least  five 
hundred  thousand  dollars. 

American  marine  companies  nud  not  deposit, 

§  73.  No  marine  insurance  company  of  any  other  State  in  which 
the  substantial  provisions  of  this  act  shall  be  enacted,  shall  be  required 
to  make  any  deposit  in  this  State. 

Foreign  companies  required  to  make  deposit. 

§  74.  No  foreign  marine  insurance  company  shall  do  business  in 
this  State  unless  it  has  on  deposit  with  the  commissioner  of  this  State 
the  sum  of  four  hundred  thousand  dollars,  invested  and  valued  as 
prescribed  in  section  26,  or  unless  it  has  complied  with. the  next 
section. 

In  what  cases  deposit  may  be  dispensed  with. 

§  75.  A  marine  insurance  company  of  a  foreign  nation  which  has 
its  principal  office  for  the  United  States  in  any  State  in  which  the 
substantial  provisions  of  this  act  shall  be  enacted,  may  file  with 
the  insurance  commissioner  of  this  State  a  certificate  made  by  the  in- 
surance commissioner  of  such  other  State,  that  he  holds  a  deposit 
made  by  such  company,  such  as  is  described  in  the  last  section. 

No  deposit  shall  be  required  in  this  State  from  such  company  while 
the  deposit  so  certified  remains. 


TITLE  VII. 


REPEALING     CLAUSES. 

Here  should  be  inserted  a  specific  enumeration  of  the  statutes^  and 
^rts  of  statutes,  which  are  superseded  by  this  act^  with  a  saving  clause' 
as  to  causes  of  action  and  oth^  vested  rights.^ 


A  TABLE  SHOWING  THE  TIME  OF  MEETING  OF  THE  STATE 

LEGISLATURES. 


STATBS. 


Alabama 

Arkansas 

California 

Connecticat 

Delaware 

Florida 

Georgia 

Illinois 

Indiana 

Iowa 

Kansas • 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts . . . 

Michigan 

Minnesota 

Mississippi 

Missouri 

Nebraska. 

Nevada 

New  Hampshire. . 

New  Jersey 

New  York 

North  Carolina. . 

Ohio 

Oregon 

Pennsylvania . . . . 

Rhode  Island 

South  Carolina . . 

Tennessee 

Texas 

Vermont 

Virginia 

West  Virginia . . . 
Wisconsin ,. 


CAPITALS. 


Montgomery 

Little  Rock 

Sacramento , 

Hartford  and  New  Haven 

Dover..... • 

Tallahassee , 

Atlanta 

Springfield 

Indianapolis 

Des  Moines   

Topeka 

Frankfort 

New  Orleans 

Augusta. 

Annapolis , 

Boston 

Lansing. ^ . . 

St.  Paul 

Jackson , 

Jefferson  City 

Lincoln 

Carson  City 

Concord 

Trenton 

Albany 

Raleigh 

Columbus 

Salem 

Harrisburg 

Newport  and  Providence. 

Columbia 

Nashville 

Austin 

Montpelier 

Richmond 

Charleston 

Madison 


LEGISLATURE  MEETS. 


3rd  Monday  of  November. 

xst  Monday  of  January. 
*ist  Monday  of  December. 

ist  Wednesday  of  May. 
*xst  Tuesday  of  January. 

Tuesday  after  xst  Monday  of  January. 
*3nd  Wednesday  of  January. 
*ist  Monday  of  January. 

ist  Wednesday  of  January. 

2nd  Monday  of  January. 

\  and  Tuesday  of  January. 

*ist  Monday  of  December. 

1st  Monday  of  January. 

xst  Wednesday  of  January. 
*ist  Wednesday  of  January. 

xst  Wednesday  of  January. 
*xst  Wednesday  of  January. 

Tuesday  after  xst  Monday  of  Januaiy. 

Tuesday  after  xst  Monday  of  January. 
*Last  Monday  of  December. 
^Thursday  after  xst  Monday  of  January, 
^st  Monday  of  January. 

xst  Monday  of  June. 

and  Tuesday  of  January. 

ist  Tuesday  of  January. 

1st  Thursday  of  November. 
*xst  Monday  of  January. 
*and  Monday  of  September. 

xst  Tuesday  of  January. 

May  and  January. 

3rd  Wednesday  of  October. 
*ist  Monday  of  October. 


*and  Thursday  of  October, 
ist  Monday  of  December, 
and  Tuesday  of  January, 
ist  Wedni'sday  of  January. 


*  Biennial  sessions. 
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